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THE BANKER’S OPPORTUNITY 


RESTORING FAITH IN FUNDAMENTALS OF BUSINESS RECOVERY 


PON the great body of American 

bankers, collectively and individu- 

ally, there rests at this time the 

responsibility and, by their united 
example, the inspiring opportunity to re- 
kindle the much needed spirit of confidence 
which shall restore business. It is their 
privilege to set actively in motion those 
necessary adjustments which will definitely 
commit this country to the path of stability 
and genuine recovery. The urgent demand 
is to recognize that the problems and the 
solvents of this prolonged period of acute 
depression are such as relate peculiarly, and 
in the first instance, to the control of money 
and credit. As President Hoover aptly 
stated at the last annual convention of 
American bankers in Cleveland: “The 
American banker has come to occupy a 
unique position in the strategy of stability, 
and is the economic adviser of American 
business. He is the listening post of eco- 
nomic movement. He in large measure 
makes or tempers its psychology.” 

Bankers and business men alike have be- 
come gluttons for punishment. Their per- 
spective has become disarranged. Instead 
of clinging to fundamentals, the general 
state of mind has acquired a morbid hue. 
It feeds on a daily diet of adverse “indexes.” 
There is constant rehearsal of declines in the 
stock market, in industrial production, cor- 
poration earnings, commodity prices, unem- 
ployment, car loadings and a variety of un- 


palatable courses. Newspapers and finan- 
cial reviews “‘scare-head” the bill of fare. 
Habitual malcontents and political calamity 
howlers add their seasoning. 

How much more invigorating to fortify 
and stimulate the public business mind! 
There are available facts in abundance 
which reveal the inherent strength—the 
potentialities of the American economic, in- 
dustrial and financial structures. These 
must sooner or later assert themselves. It 
is therefore plainly “up to the banker” to 
broadcast and translate “depression” into 
terms of health restoring convalescence. 
His cue is to inspire a return to honest 
economic thinking. Indeed, the drastic 
liquidation of prices and indebtedness, as a 
consequence of the licentious abuse of credit 
and capital, has reached the stage where it 
must be recognized as no longer a question 
of the depth of depression but one of pos- 
sible duration. Any further set back must 
be charged to fear. The effects of this patho- 
logical condition are sufficiently indicated 
by the failure of fantastically low market 
and discount rates to release stagnant sup- 
plies of money and credit from cold storage. 

What are the facts to emphasize? The 
important thing is that deflation of credits 
and prices has reached a level as foolishly 
debased as was the extreme of inflated 
“prosperity.” Let’s see the picture: During 
the past year and a half there has been a 
contraction of close to forty billions of dol- 
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lars in the market value of stocks listed on 
the New York Exchange. Brokers’ loans 
have been reduced from the 1929 peak of 
over $8,000,000,000 to $1,631,000,000 of 
which $2,300,000,000 was accomplished 
during the past twelve months. The market 
average of fifty leading industrial and rail- 
road stocks on the New York exchange has 
declined from the high of 311.90 in the fall 
of 1929 to the recent low of 126.94. As- 
suredly this means bargain prices which will 
attract wise investors. 


o, °, °, 
“ “ “ 


FACTS AS TO BANKING AND 
BUSINESS 

femHE banking position has been very 

| materially strengthened. Known 
== liquidation of bank credits reported 
by member banks of the Federal Reserve, 
including loans on stock exchange collateral 
and finance paper has amounted to over 
$9,000,000,000. Unrecorded liquidation of 
diseased credit is doubtless much greater. 
Aside from frozen real estate paper and 
other liabilities to be cleaned up in certain 
sections of the country, the banks are in a 
vastly stronger position than ever before. 

Failure and weeding out of weak or badly 
managed banks appears appalling. It is 
more to the point, however, to emphasize 
and contrast with the suspension of 1,345 
banks last year, tying up deposits of $865,- 
000,000, that there are 23,285 banks with 
aggregate deposits of $54,425,000,000 which 
were not involved. They served their com- 
munities with safety and efficiency. In 
other words 95 per cent. of the banks of the 
country, representing 98 per cent. of com- 
bined deposits, have been immune to the 
banking failure plague. This does not ac- 
count for a considerable number which have 
reopened for business. Also we must bear 
in mind that final liquidation of closed bank 
assets will reveal probably less than 10 per 
cent. of actual loss to depositors. 

As to unemployment: The impressive 
fact is lost sight of that while over four 
million are out of work there are over 
40,000,000 people actively employed. Many 
of them receive wages that compare favor- 
ably with prosperity envelopes. Production 
ratios in industry are so far below normal 
that demand for actual requirements cannot 
much longer withstand the pressure. 
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BACK TO THE LAND OF CANAAN 


AS the average American banker re- 
mained unmindful, thus far, of the 
salutary influence he is able to exert 
among his clients and upon the business sen- 
timent of his community ? Toa large extent 
the answer must be in the affirmative. With 
relatively few exceptions he has succumbed 
to the prevailing morbid state of the public 
and business mind. He has shared in the un- 
certainty which has all but paralyzed busi- 
ness and industrial initiative. He has lost 
his bearings because of anxiety and absorp- 
tion in his own institutional problems in 
the face of declining income, low rates for 
money and the persistent depreciation of 
values in his security or note portfolios, 
especially if he has selected investments with 
an eye to high yield rather than liquidity. 
It is but natural that the general public, 
business men and bankers have become dis- 
trustful and probably embittered because 
of the painful disillusionments of the past 
year and a half, occasioned by self appointed 
apostles who scented “prosperity as lurking 
just around the corner.” It is more than 
likely that the latest descent of market 


values and of industrial depression and the 
continued fall in prices, are also attributable 
in some measure to a general loss of faith 
in patent nostrums and unavailing attempts 


at artificial respiration of business. Dis- 
cussions at the International Chamber of 
Commerce assembly, the first annual meet- 
ing of directors of the Bank of Inter- 
national Settlements at Basle as well as at 
the gathering of League of Nations dele- 
gates at Geneva, have only added to general 
confusion. It is therefore not difficult to 
subscribe to a resigned belief that the prob- 
lems are so complex and so involved in 
world-wide maladjustments of both eco- 
nomic and political nature, that ‘“‘nature 
must be allowed to take its course.” 


How does it seem credible, in view of such 
a large order, for American bankers to at- 
tempt the superhuman role of a modern 
Moses who shall deliver business from 
plagues and lead the march toa new Canaan 
of milk and honey? And yet, so far as the 
major afflictions of this country are con- 
cerned, it must be admitted that the first 
step toward business recovery is that of 
reviving confidence and of emphasis upon 
fundamentals. 
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HOW BANKERS MAY ATTACK 
‘‘DEPRESSION COMPLEX’”’ 


T is not enough for bankers to put 
I their house in order and through dis- 

ciplinary measures prevent a recur- 
rence of the bank failure epidemic. Because 
of their numerous and immediate contacts 
they are in a superior strategic position to 
conduct a more successful attack upon the 
business depression “complex” than may be 
possibly attempted through government or 
any other organized agency. Federal Re- 
serve rate policy or open market operations 
can have little or no effect toward stimu- 
lating business except through the intelli- 
gent support of member and non-member 
banks, and that means the small country 
as well as the big city bankers. This is 
true because it becomes increasingly obvious 
that the “cheap money” policy pursued by 
the Federal Reserve authorities since the 
market collapse, has proven, thus far at 
least, incapable of halting the tide of de- 
pression. 

The report of the Economic Policy Com- 
mission of the American Bankers Associa- 
tion, presented at the recent Spring meet- 
ing of the Executive Council, was a fine 
exposition of the situation that confronts 
bankers in dealing with their own concerns 
and prescribing the technique of sound 
banking management to be observed. The 
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opportunity offered itself, however, to go 
further and to marshall the influence of 
American bankers toward a revival of busi- 
ness morale. 

The most important message to convey to 
bankers, and through them to the general 
business public, is that this particular brand 
of depression, unlike others, does not arise 
from any organic defect in the banking and 
currency structures, or because of any lack 
of capital, credit or productive resources. 
On the contrary, it should be recognized as 
a period of necessary and curative conva- 
lescence. As the purveyor of credit and 
repository of funds the commercial banker 
occupies the professional office of financial 
counsellor and doctor toward the business 
interests and the people of his community. 
He is unworthy to hold his position if he 
sits in his office solely to coin money for 
himself and his stockholders and to make | 
hay while the sun shines. His big job just 
at this stage is to spread assurance which 
must be derived from a true knowledge of 
underlying facts in the business situation. 

It is true that grave problems of inter- 
national maladjustments remain to be 
reconciled. But so far as our domestic prob- 
lems are concerned the banishment of fear 
and attention to basic truths, will accom- 
plish more than anything else toward free 
plya of economic laws of supply and demand. 


First ANNUAL MEETING OF THE BANK FOR INTERNATIONAL SETTLEMENTS RECENTLY HELD IN 
BASLE, SWITZERLAND, AND PRESIDED OVER BY CHAIRMAN GATES W. McGARRAH 
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‘“LAWYER-TRUST COMPANY’”’ 
CONTROVERSY 


EVELOPMENTS of a lively nature 
}) are being enacted in connection with 
the aggressive campaign conducted by 
lawyers through their bar associations as to 
“ethical relations” and the alleged ‘“‘un- 
authorized practice of the law.” Although 
including encroachments by laymen and 
certain types of corporate or trade organiza- 
tions, the crusade is primarily directed at 
trust companies and banks as fiduciaries, 
particularly as to solicitation or advertising 
for fiduciary business, the drafting of wills 
and personal trust instruments. 

Thus far, and speaking generally, the 
honors appear to be somewhat in favor of 
those forces honestly striving to cooperate 
and arrive at mutual solution of the issues 
at stake. Bills of a more or less drastic 
character, to restrict the activities and even 
the functions of corporate fiduciaries, have 
been introduced and urged by bar associa- 
tions in more than a score of legislatures. 
With most of the legislatures now ad- 
journed, only two states are reported 
sanctioning such measures. 


It is significant that in a majority of the 


legislative sessions, where organized and 
vigorous protest was registered by trust 
company and banking interests, that the 
“anti-trust company bills” have been either 
defeated or pigeon-holed in committee. 
More assuring of eventual rapprochement 
and endeavor at better understanding is the 
fact that there are a number of additions to 
the list of cities and states where voluntary 
agreements and “codes of ethics” have been 
observed. Among the recently negotiated 
agreements of this type may be mentioned 
those arrived at in Baltimore and between 
the Clearing House banks with the local bar 
association in New Orleans. Parleys are now 
in progress in other cities. 

It behooves corporate fiduciaries to be 
more than usually vigilant in discouraging 
or preventing any violation of acceptable 
rules governing distinction between legal 
practice and fiduciary administration. It is 
equally urgent that trust companies and 
banks should present united resistance to 
attacks in their communities which are 
motivated more by selfishness than regard 
for professional standards. If successful, 
such tactics would seriously hamper corpo- 
rate fiduciaries in their legitimate functions. 
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‘STATEMENT OF PRINCIPLES” BY 
NEW YORK BAR ASSOCIATIONS 


HE most interesting situation, arisin 
T out of recent discussions between 
trust company organizations and bar 
associations, is that in New York City. In 
some respects it is typical of conditions 
existing in a number of large cities where 
“codes” have been set up and relations with 
lawyers have been apparently on the mend. 
In many cases where corporate fiduciary 
associations have been earnestly seeking the 
basis for mutually satisfactory relations the 
bar associations have superimposed demands 
which seriously encroach upon the quality 
of trust service demanded by the public. 
In parallel columns in this issue of TRUST 
ComPANIES (see page 621) there appears in 
one column the text of an agreement ap- 
proved last March between the executive 
committee of the Association of the Bar of 
the City of New York and the executive 
committee of the Corporate Fiduciary As- 
sociation of New York City. This sets forth, 
among other recommendations, provision for 
a continuing committee of lawyers and trust 
men to deal with complaints of any alleged 
unlawful practice of law by any corporate 
fiduciary. It pledges the trust companies 
and banks to faithfully obey the rules re- 
garding drafting wills and personal trust 
agreements; referring prospective testators 
or settlors to their own lawyers; retaining 
personal counsel in the administration of 
testamentary estates or personal trusts and 
observing the ethics against conflicting in- 
terests. The bar associations have so far 
failed to ratify this committee agreement. 
Parallel to this agreement there is pub- 
lished a “statement of principles’ more 
recently adopted by the Association of the 
Bar of the City of New York and the 
County Bar Association of New York. 
In this “statement of principles’ it is 
assumed that the _ personal counsel 
alone is qualified to determine testa- 
mentary and trust relations, if any. 
The “‘statement of principles” is silent on 
the question of “ethical practice” which 
arises when a lawyer brings a will or trust 
deed into the office of a trust company on 
condition that he will be retained as counsel 
or as co-executor or co-trustee. It is also 
“silent” on the question where the lawyer 
drafts a will or trust deed in which he is 
named as executor or trustee. 
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ADDITIONS TO ‘TRUST SERVICE 
HALL OF FAME”’ 


O the long and imposing roll of Ameri- 
cans, distinguished in public and pri- 

vate life, who have selected trust 
companies as executors and trustees to ad- 
minister their estates, there are notable re- 
cent additions. They reflect the constantly 
growing faith of discerning men toward 
responsible trust service. While many 
eminent names appear among the appoint- 
ments of trust institutions last year, which 
increased 35 per cent. over the number re- 
corded in 1929, the enrollments thus far 
during the current year are even more 
significant of this trend. 

With the same foresight shown by the 
elder J. Pierpont Morgan in designating in 
his will that a New York trust company be 
selected as sole trustee if his executors and 
trustees should deem advisable, the late 
George F. Baker provided in his will for the 
appointment of the First National Bank of 
New York in the event of the death, resig- 
nation or failure of his son to qualify. Under 
the recently probated will of the late Mrs. 
Whitelaw Reid, the United States Trust 
Company of New York is named as trustee 
under various trusts. Among other recently 
probated wills naming trust companies and 
banks may be mentioned the appointment of 
the Virginia Trust Company of Richmond 
as executor of the estate of the late Dr. 
Edwin Anderson Alderman, president of the 
University of Virginia; appointment of 
Washington Loan and Trust Company of 
Washington, D. C., as executor and trustee 
under the will of the late Walter S. Penfield, 
internationally known lawyer; Irving Trust 
Company of New York named as co-execu- 
tor under the will of Mrs. Marie Haines 
Broadwell, treasurer of the Y. W. C. A.; 
appointment of the City Bank Farmers 
Trust Company of New York as co-executor 
and co-trustee under the will of the famous 
theatrical producer, David Belasco. 

Another notable tribute to trust service is 
the recent appointment of the Savannah 
office of The Citizens and Southern Na- 
tional of Atlanta, in the will of the late 
Judge Henry McAlpin, who served thirty 
years as Ordinary of Chatham County, Ga. 
He was particularly experienced in probate 
matters. His name is added to the long list 
of trust company selection by men of 
eminence in judicial and public life. 
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COMMUNISTS AND BANK RUNS 


HERE are many well-meaning and 
complacent Americans who are in- 

clined to scoff at the menace of Com- 
munistic activities in this country. They 
share the confident belief that such seditious 
propaganda will never flourish in our soil— 
that the loyalty and commonsense of the 
great mass of Americans afford sufficient 
protection against any real danger from 
sinister plots or sabotage directed from Mos- 
cow or elsewhere. Their sense of security 
is only slightly ruffled by frequent accounts 
of skirmishes between police and “Reds,” 
disclosures such as made in the report of 
the Fish Congressional commission, the 
circulation of seditious literature even 
among school children, and the numerous 
evidences of systematic instigation of 
discontent and lawlessness. 


It cannot be doubted that the weapons 
are readily available to crush any serious 
or concerted outward manifestation of Com- 
munism in this land. But it is true, never- 
theless, that there is entirely too much tol- 
erance and the proverbial American /aissez- 


faire disposition toward those malign and 


subversive influences which tend to aggra- 
vate and prolong business depression. It 
is well known that the strategy directed 
from Moscow is to capitalize discontent and 
foment agitation against constituted au- 
thority wherever and whenever possible. 

One of the most accessible points of at- 
tack for the Communistic conspirator is to 
undermine public confidence in banks and 
to instigate “bank runs.” This is especially 
true at the present time because of numerous 
bank failures in large as well as small com- 
munities. It would be interesting to ascer- 
tain how many bank failures and “‘runs” on 
banks have been artificially instigated by 
agents of Sovietism who have gathered into 
their fold all the vicious elements and mal- 
contents of our population. The evidence 
is hard to get because of the stealthy and 
secretive methods employed. 

Investigation has disclosed that the Com- 
munists were exceedingly active, especially 
among the foreign elements, in connection 
with the incipient bank runs on bank 
branches in New York which followed the 
closing of the Bank of the United States. 
Proof of such malicious activity and of a 
more tangible nature has been forthcoming 
recently in Chicago, where at least two com- 
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munistic agitators, specializing in attacks 
upon banks, have been apprehended and 
where the State’s Attorney of Cook County 
has taken cognizance of the danger by con- 
ducting a vigorous investigation. 


In the present state of the public mind it 
is a comparatively easy thing to weaken 
confidence in banks and to induce with- 
drawals by means of whispering campaigns 
and adroit use of the telephone. To assume 
that communistic agitators in this country 
are not making active employment of these 
stealthy vehicles is to underrate their in- 
telligence. The fact that there exist severe 
legal penalties does not deter them. The 
police are too busy with crime and their 
daily routine to pay much attention to this 
matter. It therefore depends upon the bank- 
ers, through their organized efforts, to com- 
bat this insidious evil. One of the effective 
means is that employed by the Illinois 
Bankers Association, which has prepared 
printed folders carrying the warning of the 
State’s Attorney and cautioning the public 
against underhand Communistic campaigns, 
which have been distributed to hundreds of 
thousands of bank patrons. 


a de & 


PROBATE RECORDS 
RECENTLY completed analysis of 


probate court records in Hartford, 

Conn., covering a period of five years 
from 1924 to 1928 inclusive and embracing 
2,579 estates ranging upward from $1,000, 
yielded some significant results as to why 
people should not fail to write wills and 
select efficient trust company and bank 
managment as executors and trustees. In 
the case of nearly one half of the probated 
estates there were no wills. The shrinkage 
from direct sources was 13.70 per cent. 
Shrinkage where estates were settled by in- 
dividuals amounted to 15.60 per cent as 
compared with only 11.69 per cent where 
handled by trust companies. Where estates 
were not protected by properly drawn wills, 
the shrinkage averaged as high as 22.59 
per cent as contrasted with only 12.13 per 
cent where estates were disposed of by 
sound intelligently drawn wills. 


Facts like the above are available from 
probate records in practically every city in 
the United States, with some variations as 
to percentages. 
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COURT UPHOLDS CORPORATE EX- 
ECUTOR IN RETENTION OF 
SEASONED STOCKS 


URING a period of severe business 

depression and of drastic decline in 

market value of securities an unusual 
hardship is imposed upon banks and trust 
companies as executors and trustees as re- 
gards disposal or retention of securities 
where the will or trust instrument confers 
discretionary authority. Before the stock 
market collapse the trust officers were im- 
portuned to convert conservative and fixed 
income bearing securities into common or 
preferred stock in order to obtain the more 
attractive returns from speculative invest- 
ments. The wise fiduciary resisted such 
demands, to the subsequent gratification of 
beneficiaries. One of the first principles 
also observed by the experienced corporate 
fiduciary is to dispose as readily as possible 
such speculative holdings as are received 
in the original estate or trust and where 
authority of discretion is given to the execu- 
tor or trustee. 


A decision of very timely and general 
interest to trust companies and banks as 
executors and trustees, has just been handed 
down by Surrogate Slater of Westchester 
County, New York, which, in effect, ab- 
solves the executor from claim of gross negli- 
gence or liability to surcharge, in holding 
seasoned stocks during the term of adminis- 
tration and when such stocks may have 
been sold at higher market level than pre- 
vailing at the time of making final account- 
ing. The decision derives additional inter- 
est from the fact that the Appellate Division 
of the Supreme Court of New York recently 
sustained Surrogate Slater in surcharging a 
New York trust company, as trustee in the 
Clark case, because of a failure of such 
trustee to dispose of sugar stocks which had 
suffered substantial market decline because 
of the general disturbance in that industry. 

The conclusion to be drawn from the two 
opposite rulings in the latest proceeding of 
Townsend and City Bank Farmers Trust 
Company of New York as executors under 
the will of Jesse Winburn, and of the Clark 
case, is that the Surrogate recognizes a dis- 
tinction in retention of seasoned and specu- 
lative securities. He takes the position that 
where the securities consist of stocks of good 
investment quality and held in good faith 
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during a period of severe business depres- 
sion and market decline, the executor or 
trustee cannot be expected to follow the 
ups and downs of Wall Street or hang on 
to the stock ticker. 

Surrogate Slater’s decision is published 
elsewhere in full in this issue of TRusT 
Companies. A brief recital of the facts and 
the reasoning of the court, shows that the 
decedent died in July, 1929, and letters tes- 
tamentary were issued to the executors on 
October 25, 1929—a short time after the first 
stock market debacle. The executors filed 
their account in September, 1930, showing 
that they still retained the holdings which 
had come to them a year previous and which 
included substantial blocks of National City, 
Chase and Bankers Trust Company stocks. 
There were also 1,400 shares of Montgomery 
Ward and lots of one and two hundred 
shares of Consolidated Gas, Radio pre- 
ferred, Union Carbide and Carbon, South- 
ern Railway, Atchison, Union Pacific and 
Standard Oil of New York and Indiana. 

The will, after the payment of certain 
legacies, directed that the whole be divided 
into ten parts and further held in trust. 
There was an express release of the execu- 
tors from any duty to convert any securi- 
ties, although all new investments were 
restricted to legals. The plaintiff benefici- 
aries produced records of the monthly high 
and low prices of the securities involved, 
showing that there was a gradual shrinkage 
in value and contended that it was the duty 
of the executors to sell the stocks at the 
highest prices which prevailed during the 
period of administration. 

In holding against so far-reaching a con- 
clusion and dismissing the complaint, the 
Surrogate pointed out that all securities 
were of substantial investment quality. 
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COOPERATION WITH ATTORNEYS 


DISPLAY newspaper advertisement 
recently published over the signature 

of the Central Hanover Bank and 
Trust Company of New York, carried the 
following statement: 

“Five hundred and twelve individual lawyers 
and law firms, the former personal counsel of 
makers of wills and trusts now being adminis- 
tered by Central Hanover, are now acting as 
counsel in legal matters incident to this 
administration.” 
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GEORGE F. BAKER 


HE late George F. Baker was a 
“fundamentalist” in matters of bank- 

ing and finance. He held to time 
honored methods and was proof against 
latter-day changes in financial and banking 
fashions. He confessed to little faith in 
“new eras.’ In seasons of grave crisis or 
delusive prosperity he maintained an immo- 
bility of poise that was like granite. His 
rugged ideals and deep sense of personal 
integrity enabled him to fathom the va- 
garies of human life and the fleeting course 
of events. In times of general uncertainty, 
like the present, he revealed that calm faith 
and judgment which comes from incisive 
vision and the ability to distinguish be- 
tween that which is transitory and that 
which is fundamental. 

Mr. Baker was regarded as the dean and 
mentor of American bankers. He fully de- 
served that distinction as a commanding 
figure and for his constructive contributions 
to banking and financial development dur- 
ing the past half century. He was “old 
fashioned” in the sense that he adhered to 
time honored methods and was adamant 
in his convictions. He was the last survivor 
of that small group of ‘empire builders” of 


GEORGE F.. BAKER, JR. 


Who succeeds his late father as Chairman of the Board of 
the First National Bank of New York 
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the past two generations who laid the foun- 
dations for that which is most secure and 
enduring in our financial and economic 
structure. His habitual reserve veiled a 
heart of profound human sympathies which 
expressed itself in generous benefactions. 
Mr. Baker leaves an inheritance of ideals 
and precepts that may well inspire and serve 
as present-day guidance to business and 
financial leadership. 

Among the numerous tributes paid to 
Mr. Baker was the following by Owen D. 
Young: ‘To inquiries as to whether 
Mr. Baker was the richest man in America, 
I have answered, yes; the riches in accumu- 
lated wisdom, in comprehensive understand- 
ing, in wide sympathy, and in integrity 
both of thought and act.” 
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FOILING THE CLUTCH OF THE 
‘(DEAD HAND” 


HE power of the dead hand to regu- 
late the affairs of those who survive, 

when clothed with the force, strength 
and absolutism of the mailed fist, though 
that force be expressed in disarming legal 
terminology, will be tempered by the equity 
powers of probate courts, when, in the judg- 
ment of such courts, that power is diverted 
from normal healthy channels and used in 
a manner contrary to public policy. 

Thus spoke the Surrogate’s Court of New 
York County in a recent case involving a 
will where the decedent who had been sep- 
arated from his wife for some years, directed 
that approximately one half of the income 
from his estate be paid to his sister, with 
the balance used to maintain his daughter 
in such schools as the trustees of his estate 
should determine to be suitable. Such de- 
termination was intended to be reached 
without reference to the wishes of the 
child’s mother, the testator’s widow. One 
of the individual trustees was authorized 
to “charge himself with the general super- 
vision of welfare” of the daughter. Another 
friend was cloaked with such authority in 
the event of the trustee’s death. 

Concerning these provisions of the will, 
the Surrogate asserted that they were “‘so 
absolute, so vital, so calculated to separate 
mother and child and break down parental 
control and filial love and devotion, and so 
coupled with harsh and cruel penalties that 
they are undeniably against public policy 
and void.” 
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LEITER CASE REVEALS FRAILTY 
OF INDIVIDUAL TRUSTEESHIP 


F Levi Z. Leiter of Chicago, who died 
in 1904, could have had a glimmering 
of the consequences of naming his 
widow and three of his children as trustees 
of his residuary estate of $12,000,000, it is 
more than probable that his business sagac- 
ity would have prompted him to avail him- 
self of the appointment of a trust company 
to administer his affairs. 

For eight years a bitter legal battle has 
been waged over the Leiter estate tangle, 
growing largely out of the death or removal 
of trustees to other climes. The lawyers en- 
gaged in the litigation came out on top, 
however, when a settlement was arrived 
at recently and with fees aggregating 
$1,012,000. 

The terms of the recently concluded final 
settlement include the resignations of Joseph 
Leiter and his sister, Lady Marguerite 
Hyde, Countess of Suffolk and Berks, as 
trustees of the estate, and the restoration of 
$864,000, paid out of income to the prin- 
cipal. Darrow B. Fulton, auditor of the 
estate, and William S. Bond, trustee of the 
University of Chicago, are appointed suc- 
cessor trustees. 

Many charges of unfitness and breach of 
trust were made against Joseph Leiter, 
although the value of the estate increased 
under his management from twelve to over 
seventeen million dollars. Matters were 
complicated by the death of the widow and 
Mr. Morris as trustees and the fact that 
two daughters, who became Lady Suffolk 
and Lady Curzon, and who were also trus- 
tees, resided in foreign countries. Contest 
was also made as to the regularity of ap- 
pointing successor trustees involving re- 
movals. The burden of administration fell 
upon Joseph Leiter, against whom none of 
the charges of irregularities were sustained 
by the courts. 

The history of this long drawn litigation, 
with its family feuds, death of original trus- 
tees and removal of successor trustees, pre- 
sents an excellent argument in favor of the 
appointment of a corporate trustee and 
reveals the dangers which so often attend 
the appointment of members of the family 
as trustees who are also beneficiaries. It 
creates a dual relationship which most fre- 
quently leads to conflict and litigation. 















ASSAULTS ON ANTI-BRANCH 


BANKING STRONGHOLDS 
HERE can be no doubt that senti- 
ment generally has been influenced 


in favor of the extension of branch 


banking by the experiences of the past year 
and the record of over six thousand banking 
suspensions during the last decade. The 
attitude in banking circles is reflected by the 
recommendation made by the Economic 
Policy Commission of the American Bank- 
ers Association, in its recent report, favoring 
“the broadening in the states of branch 
banking laws where conditions warrant an 
extension of this type of banking service to 
the public.”” This recommendation follows 
upon the action of the Association at the 
last annual convention in abandoning its 
former position against branch banking in 
any form and upholding limited branch 
banking within metropolitan and _ rural 
areas. 

During the recent legislative sessions some 
significant breaches were made and others 
attempted in states where branch banking 
is prohibited or limited. Iowa, which has 
been numbered among the states presenting 
an uncompromising front against branch 
banking in any form, has passed a law which 
permits banks to open offices in adjacent 
towns where no banking facilities are now 
provided. In Illinois the issue has been 
openly raised for the first time by the intro- 
duction of bills to legalize branch banking. 
In Ohio a bill has been signed extending 
branch banking within county-wide limits. 
In Michigan a bill has been introduced al- 
lowing county-wide branch banking. 

Thus far the anti-branch banking forces 
have manifested no united opposition to the 
growth of branch banking, except in Minne- 
sota where unit bankers have organized for 
action. In Missouri and other former strong- 
holds, the policy of the state banking au- 
thorities is one of strengthening unit bank- 
ing by urging merger of banks. 

As regards bank failures it is most re- 
assuring that the rate of fatalities continues 
to show marked decrease. As compared with 
the heavy toll of November, December and 
January, leaving a trail of 809 suspensions, 
the month of February showed 83, March 
89, and April 63, or a total of 235 for the 
last three months. Noteworthy also is the 
number of closed banks resuming business. 
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PASSING THROUGH A TRANSI- 
TION PERIOD 


ECRETARY MELLON of the Treas- 
IS] ury is a confirmed optimist. While 
making no attempt to underestimate 
the gravity of prevailing business depres- 
sion, which he characterizes as due to world- 
wide causes, he looks upon the present as a 
period of transition which will lead to 
greater progress and more abundant oppor- 
tunities than ever experienced in the past. 
In addressing bankers from foreign coun- 
tries in attendance at the recent sixth Con- 
gress of the International Chamber of Com- 
merce in Washington, Secretary Mellon 
summarized his views as follows: 


“No one should be discouraged about the 
ultimate outcome. We are passing through a 
transition period, and such periods are always 
difficult to understand because we are too close 
to events to see the direction in which they are 
moving or to discern the outline of develop- 
ments which will characterize the new era. 
But any one who has witnessed the new inven- 
tions, the birth of new industries, the accelera- 
tion of production and consumption, and the 
structural changes which have so vastly in- 
creased the wealth of the world and alter ed our 
entire mode of living within the memory of 
those present, cannot be discouraged about 
either the immediate or the distant future. 
The opportunities which have so multiplied in 
the last generation are only the forerunners of 
others, and perhaps greater ones, which will 

come as the result of forces now at work and 

constantly being discovered, so that it 1s im- 
possible to predict what may be the oppor- 
tunities that lie immediately ahead. 

“T have no means of knowing when or how 
we shall emerge from the valley in which we 
are now traveling. But I do know that, as in 
the past, the day will come when we shall find 
ourselves on a more solid economic foundation 
and the onward march of progress will be 
resumed.” 
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A POWERFUL ARGUMENT FOR 
TRUST SERVICE AND 
PROTECTION 
HE National Civic Federation recently 
conducted an inquiry to ascertain 


how many persons over the age of 
sixty-five owned property, received income 
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and carried life insurance. A total of 14,815 
persons over the age of sixty-five were inter- 
viewed and it was found that over 50 per 
cent owned property ranging down from 
$10,000, while 29.6 per cent owned no 
property, and that 45 out of every 100 had 
no life insurance. The figures in further 
detail are as follows: 
29.6% owned no property. 
8.4% owned up to $999. 
5.1% owned $1,000 to $1,999. 
5.2% owned $2,000 to $2,999. 
9.2% owned $3,000 to $4,999. 
10.6% owned $5,000 to $7,499. 
6.1% owned $7,500 to $9,999. 
25.8°% owned $10,000 or over. 
It was also found that: 
40.3°% had incomes under $1,000 a year. 
24.0% of $1,000 to $1,999. 
16.5% of $2,000 and over. 
19.2% had no annual income. 
Life insurance carried by the men inter- 
viewed: 
1 out of 100 had $10,000 or more. 
21 out of 100 had $1,000 or more. 
45 out of 100 had no life insurance. 
Here is a picture which might well stimu- 


late those engaged in trust service to spread 
the gospel of fiduciary protection far and 


wide. It should give impulse to the move- 
ment to render trust service so broad in 
scope and so adaptable in its further re- 
finements as to extend its benefits not 
merely to the rich and those of moderate 
means, but also through alliance with life 
insurance, savings and thrift plans, to those 
of small means or income. 
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NATIONAL BANKS IN SOUND 
POSITION 


OTWITHSTANDING depreciation in 
market values, the national banks of 

the country are in stronger and more 
liquid position than a year ago, according 
to summary of assets and liabilities com- 
piled by the Comptroller of the Currency. 
Cash resources, including amounts due from 
banks and bankers and reserve with Fed- 
eral Reserve Banks, amounting to $4,383,- 
819,000 as of March 25, show increase of 
over half a billion as compared with a year 
previous. During the same period, invest- 
ments in U. S. Government securities in- 
creased approximately half a billion to an 
aggregate of $3,192,718,000, most of the 
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gain appearing during the first quarter of 
of the current year. Loans and discounts, 
including rediscounts, show decrease of 
$639,967,000 since the first of the year, and 
of $926,681,000 as compared with March, 
1930. During the first quarter of 1931 there 
is shown a reduction in combined deposits 
of $527,480,000, but an increase of $703,- 
188,000 as compared with a year ago, with 
latest total of $22,344,166,000. Resources 
aggregate $28,126,467,000. 
Se de 
LEGAL INVESTMENTS 
N Pennsylvania the investments legal 
I for trust funds are governed by con- 
stitutional provisions which exclude 
bonds or stocks of any private corporations. 
In view of the rapid growth in volume of 
trust funds requiring investment the trust 
companies of Pennsylvania have found it 
difficult to satisfy their requirements in view 
of existing limitations. To liberalize the 
scope of available legal investments it is 
necessary to secure legislative approval at 
two sessions for any change in the constitu- 
tion. Such approval was ratified at the cur- 
rent session of the legislature, so that the 
matter comes before the people of the 
commonwealth for vote in November, 1933. 
The resolution approved for the second 
time at the 1931 session of the legislature 
authorizes an amendment to the constitu- 
tion authorizing the General Assembly to 
prescribe, from time to time, the nature and 
kinds of investments for trust funds to be 
made by executors, administrators, trustees, 
guardians and other fiduciaries. A ques- 
tionnaire sent out to trust companies last 
year by a committee of the Trust Company 
Section of the Pennsylvania Bankers Asso- 
ciation showed 101 replies in favor of the 
so-called Illinois plan which, by law, author- 
izes trustees to invest in bonds of the United 
States of or any of the states or any politi- 
cal subdivision thereof, or in first mortgages 
upon real estate, or in the first mortgage 
bonds of any corporation of any state upon 
which no default in payment of interest 
shall have occurred for a period of five 
years. The questionnaire also showed 95 
in favor of the ‘““New York Plan,” whereby 
the Banking Commissioner is authorized 
and empowered to issue lists of approved 
securities for investment by fiduciaries at 
regular intervals. 





REHABILITATING THE BANK’S BOND ACCOUNT 


PAYING ATTENTION TO SECURITY, MARKETABILITY AND MATURITY 
RATHER THAN COUPON RATE AND PRICE 


A. C. ROBINSON 


President, Peoples-Pittsburgh Trust Company and President of Savings Bank Division, 
American Bankers Association 


(Epiror’s Note: Federal Reserve statistics afford sufficient proof of the grave losses 
sustained by banks throughout the country due to depreciation in their bond and se- 


curity holdings. 


Mr. Robinson points out 


in his admirable analysis that the prime 


lesson impressed upon bank management by the drastic declines in security values, is 
the wisdom of strictly adhering to a policy of investing bank funds in the highest grade 
of securities which afford the most reasonable assurance of security and liquidity. He 
directs attention to the changing character of bank assets, the economic and contribu- 
tory causes for heavy depreciation in average bond accounts and the definite remedies 
to be applied as based on accumulated investment experience.) 


HEN the average banker opens his 

vault and takes a collective look 

at the bonds which he has been 
buying with the money of his depositors 
and stockholders, he will have a series of 
varying emotions, depending on the order in 
which the bonds come to hand. If the first 
bonds the banker as he looks in his 
safe are those which most bankers purchased 
several years ago such as U. 8S. Governments, 
Atchison General 4s, Pennsylvania Consoli- 
dated 41%4s, New York Central 3%s, Amer- 
ican Telephone 54s, Illinois Steel 41%4s, good 
municipals or other first grade issues, he 
has a feeling of confidence like the teamster 
of my early days on the farm who, when 
his wagon was hub deep in the mud and 
the pair of young leaders had quit, went 
back for a word of encouragement to his 
old team at the pole. They had never failed 
him in the past, and he knew they would 
come through this time also. The type of 
issues I refer to are still the banker’s wheel 
horses, and he knows they will not fail to 
pull him out. 


The Banker Looks Further 

As he looks further his eye falls on such 
issues as Frisco 4%4s, Wabash 414s, Erie 
5s, Florida Power and Light 5s, Missouri 
Pacific 5s, Pure Oil 5%s or Dodge Brothers 
6s, and the feeling of absolute confidence 
which the sight of his old standbys gave him 
begins to change to an attitude of question- 
ing, wondering. His old friends have flue- 
tuated in price, true enough, but only in 
response to changing money rates and not 
because of any question as to security. As 
this questioning and wondering increase his 
feeling of confidence subsides and a new line 


sees 


of thought comes into his mind. He visual- 
izes a railroad, its capital structure quite 
heavy with debt, its line of track between 
two cities whose stacks are not belching 
forth their usual quantity of smoke and he 
sees a limited pull out with not more than 
a third of its space occupied, followed by a 
freight with only a few cars. This picture 
then changes to one of the operating state- 
ments for the past six quarters, each one 


A. C. ROBINSON 


President, Peoples-Pittsburgh Trust Company, who has 
been elected President of the Savings Bank Division, A.B.A. 
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showing a constant decline in gross and net. 

As he follows these figures from good to 
fair, from fair to poor, from poor to bad, 
and from bad to worse, a depressed feeling 
comes over him and he begins to wonder 
what will be the end. Slowly it dawns on him 
that he has been through times of depression 
before, and his thoughts go back to 1921. 
He remembers his fears of that time and 
realizes that while conditions may be even 
worse now than they were ten years ago, 
this country has always weathered the 
storms and that this time will be no ex- 
ception. He knows that many of the de- 
clines in these bonds are due to forced 
liquidation of unseasoned securities, and that 
substantial recoveries are certain in time. 
His attitude of questioning and wondering 
gradually gives way to cheer, and he turns 
to another part of his box. 

Here he finds a group of issues 
within the past seven or eight years. Here 
is a new pair of leaders he has recently 
broken to harness. They work in step with 
the old pole team, and while not tried by 
vears of good times and bad, have come 
through this depression in wonderful shape. 
He sees Public Service Electric and Gas 4%s, 
Philadelphia Electric 4%4s, Pacific Gas and 
Electric Commonwealth Edison 5s, 
Cleveland Electric IMuminating 5s and so on. 
By this time his feeling of confidence has 
returned, and he thinks he can look his 
depositors and directors straight in the eye. 
We all relish that internal satisfaction which 
comes to us at times, and do not like any- 
thing to upset it. It is a grand and glorious 
feeling. But! 

Over in another corner a name catches 
his eye, another, and then another. As 
he picks up a package of Seaboard Air Line 
Consolidated 6s in one hand and Republic 
of Peru 6s in the other his elation rapidly 
gives way to renewed depression. He realizes 
that he has made a number of mistakes and 
begins to take stock. There they are, all in 
one corner of his vault, Brazil 6%s, Certain- 
teed Products 5%s, North American Cement 
6%s, Cuban Dominican Sugar 74s. Shubert 
Theatre 6s, and many more placed side by side 
as a little girl will place her broken dolls, 
or a boy his one-legged soldiers and other 
injured toys. As he looks at them a crushed 
feeling comes over him, and his confidence 
in himself as an investor goes down to 2 
low ebb. However, being a banker with ex- 
perience, he regains control of himself and 
begins to think, then to figure. A few rapid 
calculations soon show him that with all the 
terrific shrinkage in the last lot he looked 
at, and the sizable amount in the second lot, 
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his reserves built up over a period of years, 
plus the write-offs he can take during the 
next two or three years, will absorb these 
losses without imparing his capital assets. 
But how about his friend the banker in 
the next block who never had a pair of 
reliable wheelhorses, bought the new issues 
with large yields, and never set up reserves 
while the high coupons were being paid. 
He is in a bad way, and we all know it. 


Changes in the Bank’s Assets 

Let us return to our first banker’s office. 
We find him deep in thought, analyzing the 
causes back of the present condition of his 
bond account. Instead of thinking back- 
ward from the present time he goes back to 
1910 and begins to think forward. What 
composed his at that time and how 
have they changed? He then had about 
20 per cent of his capital assets in his build- 
ing and lot. The rest of his capital and 
about 25 per cent of his deposits in bonds 
of the whelhorse type, another 25 per cent 
of his deposits in good outside commercial 
paper, the remainder in local and 
mortgages. 

What has he today? <A limestone build- 
ing, the pride of the town, in which he has 
about 40 per cent of his capital funds; per- 
haps 25 per cent of his assets in government 
and other first grade good bonds; another 
20 per cent in second grade to defaulted 
issues, and the balance in local loans. I 
would say his condition is that of the aver- 
age banker; some are in better shape, but 
many are much worse. 


assets 


loans 


When the Bankers’ Grief Began 
Realizing the change that has taken place 
in his assets, he begins to wonder what took 


place in the last twenty years which put 
that 20 per cent of nondescript bonds in 
his assets, replacing the liquid paper which 
he always carried. The period of extreme 
prosperity during the war and following 1921 
gave many of the large commercial borrow- 
ers an opportunity to build up their cash 
position to a point where it was no longer 
necessary to sell paper to finance seasonal 
requirements, many of them becoming lend- 
ers, either directly or through the purchase 
of securities. As the old time commercial 
borrowers gradually withdrew from the mar- 
ket, a new type of borrower oppeared in 
the bond market, to finance the enormous 
expansion of all kinds which was taking 
place. Many times it was a first grade name, 
but more often it was a new name, and that 
is when our present grief began. 

As the visits of the commercial paper sales- 
man, With his up-to-the-minute statements 
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became less frequent, the visits of the bond 
salesman, polished, fluent and _ persuasive, 
became more and more frequent. He had 
other merchandise to replace the old estab- 
lished and familiar names. Sometimes he 
brought up-to-date statements, but more of- 
ten he brought extravagant estimates. Some- 
times it was a new office building, hotel or 
movie palace, other times it was a toll bridge, 
a tunnel, or a new utility holding company: 
frequently it was an industrial merger of 
a number of companies whose owners were 
glad to get out, a small industrial company 
increasing its capacity to take care of great- 
er than a boom volume of business or a sell 
out where the original owners received the 
full value of their business in cash and re- 
tained the common stock, which in many 
cases only represented capitalization of earn- 
ing power during the prosperous times. Still 
others had foreign issues about which we 
knew little or nothing. We did not buy bonds 
on careful investigation and judgement— 
we let them be sold to us. Then what hap- 
pened? After a few months or a year we 
began to realize that estimated earnings 
were not materializing, that former high 
sarnings were beginning to slip, that foreign 
political conditions were becoming ominous, 
and with this realization came a decline in 


market values which in many cases resulted 
in closing the doors. 


Primary and Contributory Causes for 
Depreciation in Bond Accounts 

Who is to blame? I would say we all are. 
We made it too easy to finance new ventures 
or sell out old ones, to make great public 
improvements in Europe or South America 
and to Americanize their plants to compete 
in a world market, already glutted. Of 
course it helped to create great prosperity 
while it lasted, but now we are having the 
feeling of the morning after. Many bankers 
of the old school who had been satisfied to 
buy the going rate for good paper were 
tempted by the high coupon and failed in 
their duty to depositor and stockholder. I 
have given what I believe to be the primary 
cause for the heavy depreciation in so many 
bond accounts, and will try to outline some 
of the contributory causes. The primary 
cause is economic, the contributory causes 
are largely the bankers’ responsibility. 

First: the lack of a definite, predetermined 
investment program, suited to the bank’s 
requirements of security and liquidity. 

Second: Insufficient facilities for investi- 
gation of conditions not disclosed in the 
circular. You must remember that the cir- 
cular is primarily written to produce sales. 
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Frequently important points are purposely 
omitted or evaded, some of which can be 
covered in the paragraph on “Purpose of 
Issue’, by the words “and for other corpo- 
rate purposes.” How many of us get our 
statistical information and our manuals, and 
try to ourselves dig out the facts, past and 
present, or do we rely entirely on the circu- 
lar? When we were offered, say a Brazilian 
issue, did we look up the financial and eco- 
nomic history of the country, what were its 
resources, foreign trade, ability to command 
exchange for making payments on dollar 
bonds, and what was its record as regards 
defaults in interest, sinking funds and prin- 
cipal. When offered an Australian issue 
did we remember that economic and financial 
disaster are inevitable when a government 
becomes tainted with Socialism? 

Third: Inexperienced personnel. The in- 
vesting of bank funds is a matter of great 
responsibility and in the large institutions, 
is entrusted to very competent men, whose 
business it is to know more about bonds in 
general and the particular issue under dis- 
cussion than does the salesman making the 
offering. This fact is well known to the 
representatives of houses distributing the 
promotional type of bond. Occasionally a 
man of this kind from out of the city will 
eall on me but we seldom see him again. 

Fourth: Trading. Here is where the sales- 
man of long profit bonds made his killing 
and left the inexperienced banker holding 
the bag. It is the natural inclination for 
a banker to tell a salesman he has no money, 
but during the conversation will mention a 
few issues he holds. One of them may be 
a very high grade issue which has advanced 
substantially during the past few months. 
The salesman begins by telling him that the 
bond returns, we'll say, only 4.20 per cent; 
is selling close to the call price; and advises 
the banker to take his profit. The word 
profit arouses interest, and then all of the 
salesman’s persuasive powers come into ac- 
tion. What is the result? The sale is made, 
the banker has disposed of a very high grade 
issue, of unquestioned security and ready 
marketability, replacing it with a name he 
may never have known before. The six per 
cent coupon and the stock purchase warrants 
overcame that objection. 


Failure to Investigate Issuing House 
Fifth: Failure to investigate the respon- 
sibility, capability and integrity of the issu- 
ing house. During the period prior to 1928 
when it was so easy to sell foreign issues of 
all kinds, many houses had men in different 
countries competing for loans. Few of these 
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houses had previous experience in foreign 
financing, yet they proceeded without limit 
to contract for loans and resell them in this 
country. It has been said that at one time 
in 1927 there were representatives of thirty- 
five New York firms in Berlin alone, all 
there for the purpose of buying issues. When 
you consider that not over a_ half-dozen 
American firms were qualified by experi- 
ence and connections to properly investigate 
and safeguard foreign loans, you will realize 
how we jumped, pell-mell into something we 
knew very little about. 

Further, do you ever investigate the rea- 
son for a change of bankers. Standard Oi! 
of New York had been a client of one house 
for years. In 1926 another firm offered a 
large issue of 4%s, at what was then a 
fancy price. The issue did not sell at the 
original price for nearly four years. What 
is the inference? The buyer paid too much. 
Again: One of our outstanding houses had 
handled the Argentine financing, always of- 
fering 6s. To the surprise of everyone an- 
other group offered a large issue of 5%s. 
Did the new group outbid the old house, or 
was there some other reason for the change? 
How many of us bought these issues without 
inquiring the reason for the new connection. 
A change in bankers is always a signal to 
watch your step and investigate. Of course 
there are changes of banking connections 
due to change of control of companies, and 


this does not necessarily indicate danger, 


but it does constitute a warning signal. 


Some Reservations to Bear in Mind 

How many of us from time to time ana- 
lyze the offerings of various bond houses to 
see how the prices of their issues are main- 
tained when the underwriting syndicates are 
dissolved, and the artificial support to the 
market is removed? How many who 
not on syndicate lists have fallen for the 
purchase of so many bonds at syndicate 
price provided we took an equal or greater 
amount at full retail price less one-quarter? 
One great banking house and its affiliated 
house deserve special commendation for put- 
ting out only the highest grade of securities 
and insisting that the price to the investor 
shall protect him against such post syndicate 
slumps. 


are 


We also need to take with reservations the 
statement that “the bonds being oversub- 
scribed the books were promptly closed.’ 
Often this only maens that the bonds have 
moved from the underwriters to dealers who 
have large unsold balances. They do things 
better in London, where there has to be 
prompt public announcement of the percen- 
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tage of bonds not taken by investors when 
the books are closed. 

Another question is, does the issuing house 
and syndicate manager protect the market 
for its after the syndicate is dis- 
solved or does it abandon them to their fate 
and pass on to new issues. In all this there 
is no reflection on the many bond houses 
of high integrity and sense of responsibility 
to their investing customers, and no reflec- 
tion on their intelligent and honest 
men. 


issues 


sales- 


Prescriptions of Remedies for Bond Accounts 

These contributory causes can all be over- 
come. Each banker should study his own 
situation and take steps to correct the weak- 
ness in his methods of purchase and review 
of securities. When a physician is called to 
the sick room, he examines the patient, stud- 
ies the causes of the condition and prescribes 
a remedy. The bankers of this country have 
a condition in their bond accounts which re- 
quires remedies, and I shall give you some 
that occur to me. 

First: Discontinue the purchase of all is- 
sues with which you are not thoroughly fa- 
miliar, unless you obtain a satisfactory opin- 
ion from an unbiased authority. 

Second: When adding to your list, pay 
greater attention to security, marketability 
and maturity than to coupon rate and price. 

Third: Study your holdings, appraise them 
frequently, disposing of weak holdings on 
market bulges which may be caused by 
sinking fund operations or other temporary 
causes; replace with other issues of sound 
companies in industries which will recover 
more rapidly when the turn comes, 
which may be off in price mainly in sym- 
pathy with a generally weak bond market. 

When applying remedies it is always well 
to do it with an eye to the future. A defi- 
nite investment program should be laid out 
as the objective to be reached two or three 
years hence. Since the problem differs with 
various institutions, only a general plan can 
be outlined, and the individual account must 
be planned to meet the bank’s own require- 
ments as to liquidity of the bond account, 
which in reality is the secondary reserve. 
Some authorities claim there should be a 
division in the account and draw a distine- 
tion between the secondary reserve and the 
bond account. *For institutions with 
than $5,000,000 in bonds, I prefer to treat 
the entire account as secondary reserve. 


issues 


less 


Aim of the Secondary Reserve 
A study of deposit and loan swings for a 
period of years will determine the seasons 
of high and low deposits and loans. To pro- 
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vide funds for these seasonal requirements 
is the aim of the secondary reserve, and is 
the determining factor in deciding the 
amount of government and other immediate- 
ly liquid securities necessary. Naturally, 
the banks with a high percentage of time de- 
posits and relatively uniform demand de- 
posits does not need as large a proportion of 
immediately liquid assets as one where 10 
per cent of the accounts comprise 75 per 
cent or more of the deposits. For the aver- 
age bank, I believe it is necessary to carry 
at least 10 per cent of the deposits in gov- 
ernment securities, exclusive of any secur- 
ing circulation. These bonds should be kept 
free for emergency and not be pledged to 
secure public deposits or used for reserve 
purposes in states where part of the legal 
reserve may be kept in certain securities. As 
soon as they are pledged they become frozen. 

The amount of governments determined, 
the next problem is to distribute the remain- 
ing loanable assets to the best advantage, 
always keeping in mind that a banker’s first 
duty is to return his depositor’s money in 
accordance with the terms of deposit. Let 
us assume that the banking house and gov- 
ernment securities together are equal to the 
capital and surplus. The entire deposits 
must then be put to work in other ways— 
40 per cent in bonds, 35 per cent in loans and 
25 per cent in mortgages makes a good dis- 
tribution. If the bonds are the right kind, 
well diversified as to groups and maturity, 
the bank will never be embarrassed by 
shrinkage in value of its investment account. 

Real estate mortgages have always been 
a prime favorite with savings banks, but 
they are not liquid in times of stress, and 
the present unfortunate condition of real 
estate all over the country teaches us a 
sharp lesson of greater caution in appraise- 
ments and percentage of loans. In my insti- 
tution we require a credit statement with 
each application for a mortgage to deter- 
mine what assets, income, and earning pow- 
er there are to back up required payments 
of interest and principal. I recognize that 
legal restrictions on investments by savings 
banks must in many cases modify and con- 
trol the suggestions I am making 
bonds. 


about 


Investment in Bonds Other Than Government 

The reckless issuing of bonds by munict- 
palities, the great extravagance in expendi- 
tures and increase in taxation has already 


resulted in a number of defaults. Municipal 
obligations require more careful scrutiny 
than ever before, and are of less value as a 
secondary reserve. 

Just now we are interested in the distri- 
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bution of the 40 per cent of deposits in- 
vested in bonds other than governments. We 
have five major groups in which to divide 
the account. I would say 25 per cent Rail- 
road, 35 per cent Utility, 20 per cent Indus- 
trial, 10 per cent Foreign and 10 per cent 
Municipals is a good distribution. The next 
step is diversification according to maturi- 
ties. The trying times of the past two years 
have shown the wisdom of a good percentage 
of high grade short-term issues. Like the 
wheelhorses mentioned at the outset, good 
short-term bonds fluctuate to some extent, 
but only with varying money conditions and 
even in times of stress can be liquidated at 
slight concessions. I think the distribution 
by maturities should be 20 per cent up to 
five years, and another 20 per cent from five 
to ten years, leaving 60 per cent for longer 
maturities. Once the plans are drawn, the 
next step is to lay the foundation. Every 
account has a certain amount of the right 
kind of bonds, which need not be disturbed. 
These can be used for the foundation upon 
which to build the account. ‘Take the list - 
as it is now. Pick out the bonds you are 
willing to keep permanently and put them 
on another list, which we shall call your 
plan. This plan calls for so many bonds of 
each group, based on the ratios previously 
determined. Let us say that your present 
holdings will build 60 per cent of the new 
account. The problem then is with the other 
40 per cent. All purchases and exchanges 
should be made to fill the gaps in the vari- 
ous groups. AS a supplement to your own 
efforts it would be well to have outside as- 
sistance. 

The worst account obviously needs the 
most help from experienced people, and F 
would recommend consultation at least, witb 
some organization specializing in bank in- 
vestment supervisory service. There are sev- 
eral reliable organizations who render this 
service on a fee basis. The fee usually de- 
pends on the par value involved. In addi- 
tion to the organizations of this type, some 
of the large financial institutions have spe- 
cial departments for this purpose available 
to their customers without charge, and in 
some cases I think their work compares fa- 
vorably with those charging a fee. 

Above all, avoid relying on tips or fore- 
easts without trying to do some hard, in- 
tensive analysis of your own. One weakness 
is to subscribe to a number of statistical bu- 
reaus and then, swamped with the mass of 
literature, to cursorily skim their informa- 
tion and general opinions, often so very val- 
uable, looking eagerly for specific reeommen- 
dations without farther consideration. After 
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all, while knowledge is invaluable, a little 
wisdom in using that knowledge is essential. 
I sometimes think we were better off in the 
days of my youth when all I had was the 
Wall Street Journal for daily news and 
gossip, Poor’s Manual for data, and the Fi- 
nancial Chronicle to be read and _ studied 
from cover to cover every week, and then 
tried to do some real personal thinking. 


Study of Industrial and Financial Structures 


I do not want to give the impression that 
banks should confine their bond purchases 


exclusively to the old, seasoned issues. The 
banks and insurance companies are the 
greatest source of liquid capital in the 
world today. If it were the policy of all 


these institutions to buy no new issues, how 
would capital be obtained to finance the 
growth and development of the country? It 
is essential that each institution furnish a 
part of this new capital. In addition to the 
duty to supply a portion of this new capital, 
the bankers of the country have another 
duty, and that is to that none of the 
funds entrusted to their care are invested 
in any industry which of itself is not in- 
herently sound. Being satisfied of the 
soundness of the industry, the next question 
to examine is the company’s financial struc- 


see 


ture. Be sure the company is strong enough 
to carry through its program, should its 
estimates fall short of actual costs, and 


still have ample working capital. The third 
question to determine is the need for the 
particular development being financed. 

We all know that the electric light and 
telephone businesses are sound, but, would 
you buy the first mortgage bonds issued for 
50 per cent of the cost, by a company organ- 
ized to build a large hydro-electric plan at 
Victoria Falls, South Africa? The industry 
is sound and the mortgage conservative, but 
is there a need for this development? Is 
there a market for its product? Again, the 
telephone industry is sound, but would you 
help finance a company to build a network 
of lines in the southwestern desert? Always 
consider the three essentials for a successful 
enterprise. A soundly financed company, en- 
gaged in an essential industry, having a mar- 
ket for its product at a reasonable profit. Be 
sure the bonds you purchase have all these 
characteristics, and you will not go far 
wrong. Even though the bond may meet all 
these requirements, you should not buy 
unless it fits into your plan. If it is an issue 
of outstanding quality at an attractive price, 
do not let it pass because it does not fit, or 
for lack of funds. Move out a less desirable 
issue and make a place for it. 
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Do not be too tender about getting rid, 
even at a loss, of any bonds the intrinsic 
security of which you have come to distrust 
after careful investigation and advice. Set 
up out of earnings adequate reserves against 
which to charge such losses, and also do not 
hesitate to charge against these reserves a 
marking down to market prices of any bonds 
which have had serious declines, but which 
you have decided to retain. With adequate 
reserves there is much less hesitation about 
selling doubtful bonds or reducing carrying 
prices. Be sure to consistently and ade- 
quately amortize the premiums paid for any 
bonds. In my institution we at once charge 
down to par bonds bought at a premium, and 
do not mark up any bought at discount. 


Security Losses Sustained by Banks 

A recent bulletin of the Federal Reserve 
Bank of New York furnishes information 
which will give some idea of the terrific 
losses on securities suffered by banks 
throughout the country. <A study of 268 
banks in the Second Federal Reserve district 
was made in order to determine the ratio 
of losses on securities to losses on loans. It 
was found that these banks charged off 
14.2 per cent of 1930 gross earnings to cover 
security losses, compared with an average 
of 4.5 per cent for the previous seven years, 
while loans amounted to 6.5 per 
cent against an average of 4.0 per cent. Dur 
ing this year security losses increased 315 
per cent, while losses on loans increased 
163 per cent. Realizing that the average 
investment experience of bankers in this dis- 
trict is probably higher than in any other, 
we shudder to think what a similar study 
in other districts would disclose, especially 
in those having a large number of failures, 
including many non-member banks. 


losses on 


A further study of security holdings of 
100 member banks in the same _ district 
proves conclusively the wisdom of purchas- 
ing the highest grade securities. Classified 
according to ratings assigned by the leading 
services, the issues in group one showed 
an average market value of 102 per cent of 
book value, group two 101 per cent, group 
three 94 per cent, group four 90 per cent, 
and so on down to group eight, with a mar- 
ket average of 388% of book value, and group 
nine 36 per cent. No issues in default were 
included. Assuming that the average return 
of these lower groups at the time of pur- 
chase was as much as 2 per cent above the 
average of groups one and two, how long 
will it take for this extra 2 per cent to 
make up for such terrific depreciation? 
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PRINCIPLES GOVERNING TRUST RELATIONS ADOPTED BY 
CITY AND COUNTY BAR ASSOCIATIONS OF NEW YORK 


DEPARTS FROM JOINT AGREEMENT SOUGHT BY CORPORATE FIDUCIARIES 
ASSOCIATION OF NEW YORK CITY 





(Epiror’s NOTE: 


There is presented herewith'in parallel columns the text of an 


agreement arrived at recently between the executive committee of the Association of the 
Bar of New York City and the erecutive committee of the Corporate Fiduciaries Associa- 


tion of New York City, and the text of a subsequent “statement of principles” 


to govern 


professional relations with trust companies and fiduciaries, adopted jointly by the Asso- 
ciation of the Bar of the city of New York and the New York County Bar Association, 
which provided for the creation of a joint and continuing committee of lawyers and trust 


company representatives to preserve mutual relations. 


The “statement of principles,” as 


shown by the following reveals a pronounced departure from the previous agreement 
which was accepted by the committee of the Association of the Bar and the executive 
committee of the Corporate Fiduciaries Association which the Bar associations have thus 


far failed to ratify.) 


Preamble and Agreement for Joint Committee 
Approved by Association of the Bar of the 
City of New York and by Executive Com- 
mittee of the Corporate Fiduciaries 
Association of New York 

(Note: The following agreement was pro- 
posed previous to the “Statement of Prin- 
ciples” appearing in opposite columns and 
adopted by the two Bar Associations of Nei 
York City.) 

“During the past year the Executive Com- 
mittee of the Corporate Fiduciaries Associa- 
tion has given intensive study to certain 
problems which have arisen with reference 
to practices in the field of wills and_ per- 
sonal trusts. In this connection and after 
discussions with representatives of the New 
York City Bar, the Executive Committee of 
the Corporate Fiduciaries Association in 
order to clarify its position on these sub- 
jects last March took action as’ set out in 
the following statement. 

“As the result of discussions with the Ex- 
ecutive Committee of the Association of the 
Bar of the City of New York, it developed 
that it was the opinion of both bodies that 
the interests of prospective testators and 
creators of personal trusts would also be 
promoted by continuing cooperative study by 


the Corporate Fiduciaries Association and 
organizations of the bar. It was accord- 


ingly agreed between the Association of the 
Bar of the City of New York and the Execu- 
tive Committee of the Corporate Fiduciar- 
ies Association that a joint committee would 
be set up with powers and functions as in- 
dicated in the statement. The New York 


(Continued on 1st column, next page) 


Preamble and ‘Statement of Principles” 
Adopted Jointly by the Association of, 
the Bar of the City of New York 
and the County Bar Asociation 
of New York 
“For many months committees of our asso- 
ciations on professional ethics and on the 
unlawful practice of the law have been con- 
sidering the question of the duties of mem- 
bers of the Bar as affected by their profes- 
sional relations to fiduciaries, such as trust 

companies and similar organizations. 

“The reports of these committees were in 
due course brought before the board of diree- 
tors of the New York County Lawyers’ Asso- 
ciation and the erecutive committee of the 
Association of the Bar of the City of New 


York. These bodies have given the subject 
most careful consideration, in view of its 
great importance, and after many confer- 


ences have agreed upon the following state- 
ment of principles: 


Lawyers Should Determine Trust Relations 

“Persons contemplating the making of @ 
will or the establishment of a trust should 
be fully advised by their own counsel before 
decision on matters such as (a) whether a 
trust should be created at all, (b) what 
should be its duration, (c) whether it should 
be revocable or irrevocable, (d) what quali- 
fications are desirable for executor or trus- 
tee, (e) how many fiduciaries should be 
named, and (f) what should be the powers, 
immunities and compensation of any such 
fiduciary. 

“Decisions on all these points are of seri- 


(Continued on 2nd column, next page) 
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County Lawyers Association has been in- 
vited to adhere to this plan for the con- 


stitution of the joint committee thus to be 
established. 


Statement Adopted by the Executive Com- 
mittee of the Corporate Fiduciaries Asso- 
ciation of New York on March 12, 1931 

Bs 

“The Corporate Fiduciaries Association be- 
lieve that, in the drawing of wills and per- 
sonal trust agreements and in attending to 
the legal aspects of their administration, 
the interest of testators and creators of per- 
sonal trusts will normally best be served 
by availing of the services of the personal 
lawyer of each testator or settlor as being 
familiar with such testator’s or settlor’s cir- 
cumstances and intentions. Accordingly the 
Association will recommend that their mem- 
bers adopt the following rules and instruct 
their regular counsel to collaborate in giv- 
ing effect thereto: (a) If any corporate 
fiduciary is dealing with a will or personal 
trust agreement under which it is to be 
named as fiduciary, it will recommend that 
the personal counsel, if any, of the testator 
or settlor be consulted as to the appropriate- 
ness of the document and the form and 
terms thereof, unless such consultation be 
affirmatively opposed by the testator ,or 
settlor. In any event, it will point out to the 
testator or settlor that the preparation of 
a suitable will or personal trust agreement 
requires not only technical drafting skill but 
the insight of a legal mind into the personal 
problems, affairs and relations of the per- 
son concerned, and scrutiny from such stand- 
point of the duties and powers of the pro- 
posed fiduciary, and that normally this can 
best be supplied by the personal counsel. 
In the event that the testator or settlor is 
nevertheless advised by an attorney who is 
counsel for the corporate fiduciary or sug- 
gested by it, the corporate fiduciary will 
not directly or indirectly, compensate such 
attorney for his services to the testator or 
settlor.* 

*NoTE: This rule, in admitting the pos- 
sibility, under certain circumstances, of coun- 
sel for a corporate fiduciary also acting for 
the testator or settlor, is not to be under- 
stood as countenancing any relationship dis- 
approved by the Canons of Legal Ethics, 
notably those canons which deal with the 
representation of conflicting interests and 
with the indirect procurement of business 
through advertising, ete. 

(b) The corporate fiduciary will, as a 
matter of general practice, retain as counsel 
in the administration of testamentary es- 
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ous importance and in many cases irrev- 
ocable; and the desires of a prospective fidu- 
ciary may frequently conflict with the best 
interests of the testator or creator of the 
trust, or of the beneficiaries thereof. 

“There should be no divided allegiance 
upon the part of the lawyer drawing or ad- 
vising with respect to a will or trust agree- 
ment. 

“In the judgment of the associations, a 
lawyer should not advise a prospective tes- 
tator or donor as to the making of a will 
or trust if the lawyer already occupies @ 
relationship to a proposed or potential fidu- 
ciary which might embarrass him in advis- 
ing fully and freely as to all matters in- 
volved in the formation and terms of such 
will or trust. Such embarrassment exists 
where the prospective testator or creator of 
the trust has come to the attorney at the 
instance of any person or institution seeking 
to be named as fiduciary. 


Obtaining Clients Through Fiduciaries 

“Moreover, if an attorney habitually ob- 
tains clients as a result of solicitation of 
fiduciary relationships by a corporate fidu- 
ciary, and such solicitation is known to the 
attorney, he is acquiescing in the indirect 
procurement of professional employment and 
taking the benefits thereof. 

“The associations recognize as an exrcep- 
tion to the foregoing principles that past re- 
lations of trust and confidence may result 
in the attorney being peculiarly qualified, 
and consequently under a duty, to advise a 
client in regard to his will or a contemplated 
trust. In such case he may do so, irrespec- 
tive of relations with the prospective fidu- 
ciary, if after full disclosure the client so 
requests. 

“Lawyers should refrain from assisting 
in or encouraging the distribution to lay- 
men of form will or trust indentures or sim- 
ilar documents, and should endeavor to stop 
the practice, because of the danger in the 
use of such documents without the revisions 
and corrections that are necessary to meet 
the needs and intentions of the individual 
client under advice of his own counsel.” 
ei ig nia 
tates or personal trusts, the personal counsel, 
if any, of the testator or settlor unless the 
testator or settlor has affirmatively indi- 
cated that he does not desire this, without, 
however, in any way impairing the exercise 
of its discretion to employ other counsel in 
an associate or exclusive capacity, for the 
purpose of affecting a better administration 


of the trust or estate, or for other proper 


purpose. 
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Provision for a Joint Committee of the Bar 
Association and the Corporate 
Fiduciaries Association 
it. 

“The Corporate Fiduciaries Association 
and the Association of the Bar of the City of 
New York, believing that the interests of 
prospective testators and creators of per- 
sonal trusts can be promoted by cooperative 
study, will constitute a joint committee of 
six, whereof three members will be named 
by each association. The Committee will 
have authority to consider complaints of any 
alleged unlawful practice of the law by cor- 
porate fiduciaries or any alleged departure 
from the above rules on the part of any cor 
porate fiduciary, or counsel for any corpor- 
ate fiduciary, which may have adopted the 
7 
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same. 
stances 


In cases where it believes the circum- 

warrant, the Committee may en- 
deavor to secure such voluntary action as 
will irradicate the causes of complaint and 
prevent their repetition. 

“The Committee will have no authority 
to make general rules or take any public 
action, but any member may make recom- 
mendations in these respects to the 
ciation which appointed him. 

“The Corporate Fiduciaries Association 
and the Association of the Bar will advise 
their members of the creation and functions 
of the Committee above provided for and 
also of the rules above referred to and the 
names of the corporate 
have adopted the same.” 


, 
. 


Asso- 


fiduciaries which 


ORGANIZED OPPOSITION TO “LAWYERS’ BILL” IN PENNSYLVANIA 


Through effective organization of the 
bankers and trust company representatives 
of Pennsylvania, the drastic bill sponsored 
by the lawyers and which would seriously 
eripple the functions and public usefulness 
of the trust companies, was recommitted by 
the lower house of Pennsylvania legislation 
to the judiciary general committee where it 
will probably be allowed to remain for this 
session. At a public hearing held before the 
judicairy general committee in Harrisburg, 
there were present over two hundred repre- 
sentatives of Pennsylvania banks and trust 
companies. This large protest gathering was 
the result of cooperative effort by the vari- 
ous group organizations of the Pennsylvania 
Bankers Association which registered its 
official disproval of House Bill 1040 by action 
of the Council of Administration. 

The reasons for opposing the lawyers’ bill 
and the steps taken to prevent its enactment, 
were described in a report presented at the 
recent annual meeting of the Trust Company 
Section of the Pennsylvania 
ciation by Edgar A. Jones of Scranton as 
chairman of a special Committee on Legis- 
lation Relative to Practice of the Law. The 
reasons stated for opposing the bill are: 
(a) it is class legislation; (b) it is against 
public interest; (c) it is vitally detrimental 
to the growth, the success and the earning 
power of each bank and trust company. At 
the legislative hearing in Harrisburg, the 
spokesmen for the trust companies and bank- 
ers were Messrs. John C. Reading, Gwilym 
A. Price and E. J. Fox. 

The special committee of the Trust Section 
urges upon each bank and trust company in 
Pennsylvania “to take serious warning from 


sJankers Asso- 


this experience and exert, for itself and with 
its neighbors, the utmost circumspection in 
regard to absolute obedience to by-law ten of 
the Section. This by-law embodies a code 
adopted several years ago whereby the banks 
and trust companies pledge themselves to 
observe certain defined policies regarding 
avoidance of the practice of the law in the 
management of trust business and particu- 
larly to refrain from drafting wills and 
trust instruments, advertising legal service 
or favor its regular counsel in the matter 
of employment of attorney for interests or 
estates employing such bank or trust com- 
pany to the exclusion of counsel previously 
employed or consulted. Banks and trust 
companies are also cautioned to closely 
scrutinize all advertising material to pre- 
vent any departure from the spirit or letter 
of the adopted code.” 


MINNESOTA ENACTS “LAWYERS’ BILL” 


The Minnesota legislature has enacted a 
bill, sponsored by lawyers and which is now 


law, prohibiting 
corporations 
agreements 
meanor for 


trust 
from 


companies 
drawing wills or trust 
and making it a gross misde- 
a trust company to solicit by 
word, sign, letter or advertisement that it 
is qualified or authorized to give legal advice 
or legal services relation to such fiduciary 
documents. This prohibition applies also to 
counsel, officers and employees of trust com- 
panies. The new law does not prohibit any 
person from preparing for a fee, farm or 
house leases, chattel mortyages of deeds 


other than trust and testamentary instru- 
ments. 


or other 
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TEXT OF AGREEMENT BETWEEN NEW ORLEANS CLEARING HOUSE 
AND BAR ASSOCIATION ON “LEGAL PRACTICE” 


In New Orleans an agreement has been 
reached between the local Bar Association 
and the banks and trust companies constitut- 
ing the membership of the New Orleans 
Clearing House Association, pledging adher- 
ence to rules and practices to govern opera- 
tions of trust departments and the avoidance 
of encroachments upon the “practice of law.” 
The resolutions agreed upon by the New Or- 
learns Bar Association and accepted by the 
Clearing House read as follows: 

RESOLVED: The New Orleans Bar Associa- 
tion, recognizing the mutual benefits of har- 
monious cooperation of the banks and bar in 
this city, recommends to the banks acting 
through the New Orleans Clearing House As- 
sociation, the adoption of and faithful ad- 
herence to the following rules and practices 
in respect of the operations of the trust de- 
partments of said banks: 


First: 
(a) Shall a bank advertise that it will, in 
respect of any legal matter, give, or in fact 
give, through its officers, agents or attorneys, 


Under no circumstances 


any advice or opinion, or invite or promote 
consultation with its officers, agents or at- 
torneys to that end by any person, firm or 
corporation ; 

(b) Shall a bank advertise that it will fur- 
nish, or in fact furnish. opinions or advice 
of its officers, agents or attorneys as to the 
interpretation, scope, effect or legality of any 
law or court decision or legal document: 

(c) Shall a bank advertise that through 
the services of its officers, agents or attor- 
neys it will draft or prepare, or assist in the 
drafting or preparation, or in fact draft, pre- 
pare or assist in the drafting or preparation 
of any will, contract or other legal document ; 

(d) Shall a bank publish or distribute 
for general circulation and information of 
the public, forms of wills, trust agreements, 
contracts or other legal documents; 

(e) Shall a bank, by advertisement or oth- 
erwise, solicit, or request or suggest the em- 
ployment or retainer of the attorney of the 
bank in any such matters: 

(f) Shall.a bank extend, by advertisement 
or otherwise, an invitation to the public to 
bring its legal problems to the bank, 

EXcEPT THAT: 

(1) A bank may advertise that upon ap- 
plication it will furnish, and may furnish to 
prospective customers, copies of trust agree- 
ments, deeds, or other legal documents or 


opinions of its counsel relating to bonds or 
securities offered by it or  purchasable 
through it: and may freely furnish to li- 
censed attorneys-at-law copies or drafts of 
trust agreements, deeds, wills and other legal 
documents which may be of assistance to 
them in the preparation of similar docu- 
ments, and cooperate through its officers, 
agents and attorneys in every respect with 
attorneys-at-law in relation to any matters 
coming within the scope of its trust depart- 
ment; 

(2) A bank may undertake to have, and 
may have its attorneys, at its own expense 
(which expense may be reimbursed to it), 
pass upon or express an opinion as to the 
legality, or as to the provisions of any exist- 
ing legal document to which it is, or to which 
it is requested to become a party; or in 
which it has or may have interest. 

(3) A bank may, if so requested, but with- 
out solicitation or suggestion on its part, 
recommend its counsel to any person, firm 
or corporation desiring legal advice or serv- 
ice, but in the event the attorney of the bank 
is retained for such services, he shall be 
entitled to compensation by such person, and 
must charge for such services in accordance 
with custom or the rules of the New Orleans 
Bar Association if such attorney is a mem- 
ber of said association. 

(4) A bank or trust company may bring 
attention to the/of the public by any form 
of advertising. including the issuance of 
booklets. circulars or personal letters, that 
it is legally authorized to act in any capacity 
permitted by law. Such advertising may 
stress the advantage of making wills, creat- 
ing trust estates, appointing trustees, execu- 
tors, curators, ete., trusteeing of life insur- 
ance under trust agreements, the creating 
of living trusts, ete., and may, in seeking its 
appointment in any permitted capacity, 
stress its particular resources, such as its 
capital stock and surplus, its large organiza- 
tion and its experience resulting from its 
years of operation. While it may in such 
advertising matter print resumés or digests 
of laws or jurisprudence, it should always 
clearly recognize therein the line of demarca- 
tion which separates the practice of law from 
the pursuit of an employment in a fiduciary 
capacity, and should avoid the expression of 
any opinion as to the legality, scope, applica- 


(Continued on page 702) 





MECHANICAL AIDS TO PERSONAL TRUST ACCOUNTING 


DESCRIPTION OF A NEW SYSTEM OF EQUIPMENT AND ACCOUNTING 


F. R. CORTIS 
Comptroller, Brooklyn Trust Company, Brooklyn, New York 


(Epiror’s Note: The recent rapid growth of trust business has created an increasing 
interest in the subject of new accounting methods and the advantages resulting from use 


of machines to carry them into effect. 


The Brooklyn Trust Company has had the benefit 


of sixty-five years’ experience in personal trust administration as a guide in the recent 
mechanization of its accounting department, and its solution of old problems by new 
methods may supply answers for questions arising in the minds of those who are contem- 


plating similar improvements. 


Some of the changes introduced in the system installed 


by the Brooklyn Trust Company are brand new and almost revolutionary in character. ) 


ECHANICAL devices are playing an 

increasingly important part in per- 

sonal trust accounting. As in many 
other lines, the demand of the modern age 
has been for greater efficiency, and the ma- 
chine has supplied it. As all trust execu- 
tives know, the cost of service rendered to 
customers is governed by the amount of com- 
missions received. With rates relatively in- 
flexible, due to law and practice, it is evi- 
dent that the volume and quality of serv- 
ices can be raised only through attainment 
of a higher degree of operating efficiency. 


Personal trust records of the Brooklyn 
Trust Company at one time were largely 
hand-written. But it has been found that, 
with mechanical aids, a larger volume of 
work can be handled with greater accuracy, 
more neatness and an economy of time and> 
personnel. The company has installed a set 
of equipment and developed a trust account- 
ing procedure which has effected far-reach- 
ing changes in certain of its methods. It is 
outline of practices developed, in the hope 
that it may be of benefit to others faced 
the purpose of this article to present an 


A PorRTION OF THE CASH LEDGER DIVISION OF THE PERSONAL TRUST ACCOUNTING DEPARTMENT, 
BROOKLYN TRUST COMPANY. 
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with problems similar to our own in their 
trust departments. 

The system embodies use of the fanfold 
machine, the bookkeeping machine and the 
Addressograph. In substance, the system 
makes possible the substitution of one mo- 
tion for several motions: a single entry 
serves many purposes and thus performs the 
double task of saving time and reducing the 
margin of error. 

Use of Fanfold 

Since principal transactions originate in 
several divisions of the trust department in 
widely varying volume, it was found desir- 
able to centralize the fanfold operations. 
Two sets of fanfold forms are provided for 
principal transactions, one designated ‘“As- 
sets Acquired” and the other “Assets Deliv- 
ered.” The ‘Assets Acquired” set consists 
of seven copies and the “Assets Delivered” 
set eight copies, exclusive of the journal 
copy which is made with each set. All cop- 
ies of either set are made simultaneously 
through the use of carbon paper. One copy 
is sent to each interested department, each 
copy bearing the same serial number for 
identification purposes. 

Copies of ‘Assets Acquired” forms go to 
cash ledger, auditor, asset ledger, Addresso- 
graph, follow-up clerk, transfer clerk, secu- 
rities department and vault. Copies of 
“Assets Delivered” forms go to cash ledger. 
auditor, asset ledger, Addressograph, income 
tax department, follow-up clerk, securities 
department and yault. These forms, which 
are shown in the accompanying illustration, 
constitute the posting media and _ replace 
journals, registers, ticklers, ete. Although 
most principal transactions involve’ both 
cash and other assets, certain transactions 
cover cash only and use of a separate series 
for such items is under consideration. 

The various divisions originating prin- 
cipal entries supply all the necessary infor- 
mation on signed forms, supplemented by 
detailed schedules when necessary, to the 
centralized fanfold department. By the 
method heretofore outlined, such informa- 
tion is distributed to every department which 
has need of all or any part of it. Only one 
typewriting operation is required. 


Distribution of Fanfold Copies 
The cash ledger forms and offsets, together 
with the asset ledger forms, are delivered to 
the trust teller for blocking and entry into 


controls. These controls consist of total deb- 
its and total credits to cash principal, cash 
income and asset inventory. The blocks are 
made up of a number of tickets, machine- 
listed as to serial number and amount. As 
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blocks are completed, the cash ledger forms 
are sent to the personal trust accounting de- 
partment, where they are broken down for 
ledger controls and set up for posting to 
cash ledgers. 

The use of the fanfold system and serial 
numbers has saved the full time of at least 
one clerk in the trust teller’s department 
by making possible the discontinuance of a 
journal showing names of accounts and full 
description of all items. 

The asset ledger forms are sent by the 
trust teller to the asset ledger division of 
the accounting department. There they are 
broken down for asset ledger controls and 
posting to asset ledger accounts and prop- 
erty cards. Assets acquired and assets de- 
livered journals have been discontinued with 
a consequent saving of time. 

The auditor’s forms go directly to the 
audit department, where all numbers are 
accounted for, thus assuring investigation if 
a ticket is lost. Both auditor’s copies and 
journal are available to furnish details for 
any required ticket number. The audit of 
our trust department principal transactions 
embodies a complete check including verifi- 
tions of prices, extensions, authorizations, 
brokers’ bills, agreements, accession sched- 
ules, cash ledger posting, vault, ete., and this 
work has been greatly facilitated by use of 
the fanfold forms. As each step in the audit 
is completed, the indicated square at the 
bottom of the form is initialed, the auditor 
keeping before him only those transactions 
not completely checked. 

The Addressograph forms are sent to the 
Addressograph department, where all rel- 
evant information is transferred to plates. 
The file of plates is kept constantly up to 
date. Impressions of new and discarded 
plates and alterations are checked by the 
accounting department. 

The follow-up clerk, although located in 
the securities division, gets a separate copy 
of both “acquired” and “delivered” sets, re- 
gardless of other copies which may go to 
others in that division, because his duties 
are quite important. He also gets the trans- 
fer clerk’s copy of the “acquired” set and 
the vault copies of both sets. He must see 
that the assets are received and examined, 
that their numbers are recorded and that 
they are deposited in the vault, as well as 
to withdraw and properly dispose of securi- 
ties ordered removed from the vault. When 
securities are not registered in accordance 
with indicated requirements, the follow-up 
clerk turns them over to the transfer depart- 
ment, initials the transfer square on the 
form and holds up both his own copy and 
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the vault copy until the correct registration 
has been completed. 


Follow-up Forms 

The follow-up forms have proved a great 
convenience and a time-saver, having re- 
placed miscellaneous book and other records. 
Upon delivery or receipt of securities by the 
vault, the forms are signed by the vault 
officer and assistant custodian and placed in 
the auditor’s lock box. 

The transfer clerk’s copy of the fanfold 
set is used when acquired securities require 
transfer. In such cases the transfer clerk 
holds the form pending until transfer is 
effected and new securities have been de- 
livered to the follow-up clerk. As each step 
in transfer is completed, the corresponding 
squares on the form are initialed. This pro- 
cedure has been found quite helpful. 

The securities division receives a copy of 
the “delivered” forms captioned “pending 
item.’”’ This is used as a check against re- 
ceipt of proceeds of securities sold. This also 
is under supervision of the follow-up clerk. 

When securities are sold for trust depart- 
ment account, an advice and a vault with- 
drawal slip are sent by the purchase and 
sale department to the follow-up clerk. The 
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advice is used as a fanfold instruction form 
after addition of certain details. The vault 
withdrawal slip facilitates prompt delivery 
of the securities involved. When securities 
are purchased, the second copy of the orig- 
inal advice serves as an instruction slip for 
the fanfold machine operator. 

The income tax copy of the “delivered” 
form is used as an advice to the income tax 
department where it is used as a posting 
medium for records which show capital gain 
or loss. 

The journal, which is set up simultaneous- 
ly with both the “acquired” and “delivered” 
sets, constitutes a complete record of all 
principal transactions in numerical sequence. 
The journal forms for both types of entries 
are arranged in separate strips, punched for 
binding in pages of three each. 


Handling of Income Payments 

Two other fanfold sets are used for pay- 
ments of income to beneficiaries. One set 
consists of check, advice, charge ticket, audi- 
tor’s copy and register. The other comprises 
credit to checking account, advice, charge 
ticket, auditor’s copy and register. A con- 
siderable saving of time was effected here, 
because the check, stub, receipt, advice, 
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charge, credit, etc., had previously been writ- 
ten individually. 
Use of Bookkeeping Machines 

The use of bookkeeping machines has been 
of principal advantage in connection with 
posting of cash and asset ledgers. The cash 
ledger card, two or three statements and a 
journal sheet are posted simultaneously. 
Separate sets of cards, statements and jour- 
nal sheets are used for principal and for 


income. In the asset ledger division, the 
asset cards and the security (property) 
“ards likewise are posted simultaneously 


from the fanfold principal tickets. 

In the cash ledger each income 
with statements, is filed directly 
the corresponding principal card 
statements. Inasmuch as the 
principal postings is small in 
with that of income postings, the use of 
separate cards not only saves paper but 
records the history of principal in more com- 
pact form. 

Beside each bookkeeping machine there 
are two trays. The placing of both principal 
and income cards in each tray makes pos- 
sible the use of one tray for interest, com- 
missions, income tax analysis, remittance 
and other calculations, while the other is 
used for posting. Desks of clerks handling 
work other than posting are arranged within 
“asy access to the trays. 


account. 
back of 
and its 
volume of 
comparison 


The Cash Ledger 

The machine proves the day’s posting, 
which includes addition, subtraction and ex- 
tension of balances or overdrafts. But it 
will not select cards for posting. This makes 
it necessary to guard against entries to the 
wrong account in another way. Since all 
posting tickets show the trust number, cards 
for posting are selected by name and the 
trust number is entered on the card from 
the ticket. Any wrong number is imme- 
diately apparent in the number column. In 
addition to this, the names, trust num- 
bers and ticket numbers are called back to 
the ledger. 

Descriptions of entries upon tickets have 
been largely standardized, so that the work 
of the ledger girls is principally straight 
copying from the tickets. Descriptions are 
not included in the call. Upon completion of 
the day’s posting, the journal sheets are 
submitted to the department head or his as- 
sistant for comparison with controls. In this 
process the time-saving is effected through 
discontinuance of the separate typing of 
statements, which formerly required the en- 
tire time of three or four typists. 


When remittances of income are to be 
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made, the ledger cards and statements for 
accounts concerned are taken from the trays. 
If at that time the day’s posting has not 
been completed, the bookkeepers make a 
special posting run of the withdrawn cards, 
which are withheld pending posting of the 
remittance. After the latter posting, the 
ledger cards, together with new statement 
forms showing balances brought forward, 
are placed in the trays. 


Meeting the Peak Load 


In order to distribute the load and avoid 
night work by bookkeepers as far as_ pos- 
sible, part of the postings are made the fol- 
lowing morning, when proofs with controls 
as of the close of business on the preceding 
day are taken. The peak load of our de- 
partment the first day of each 
month, which generally requires posting of 
about 10,000 income credits as of that day. 
In preparation for the peak, coupon credits 
are posted on the last day of each month 
after completion of that day’s work. 


comes on 


Six cash ledger machines are used to carry 
the peak load, while an asset ledger machine 
is held in reserve for conversion into a cash 


ledger machine through rearrangement of 
stops. Prior to installation of the present 
mechanical system, the work required five 


men on hand-posted ledgers and four girls 
on statements. 


The Asset Ledger 

In the ledger division, the 
ecards” (which are divided according to class 
of accounts and arranged alphabetically as 
to names of the accounts) carry a distinctive 
color blocking at their tops which is varied 
to indicate different classes of securities or 
other properties—blue for miscellaneous as- 
sets and real estate, red for bonds, black for 
stocks and green for mortgages. 


asset “asset 


The security cards are filed alphabetically 
according to issuing corporations under fif- 
teen controlling classes as shown below. With 
the exception of real estate and miscellane- 
ous items, no descriptions or names of ac- 
counts are posted to asset or security cards 
by the machine, such details being stamped 
on the cards by the Addressograph. 


Classification of Asset Ledger Accounts 
The asset ledger accounts are arranged in 
the following classes, there being a control 
for each class: 
1. Estates. 
Testamentary Trusts. 
Voluntary Trusts. 
Custodian and Agency Accounts. 
Committeeships. 


Co bo 


te 
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6. 
7. Life Insurance Trusts. 


Guardianships. 
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corporation are withdrawn from the contain- 
er for posting. In this way a complete his- 


The security cards, which include only’ tory is made available. When securities of 
bonds and stocks are classified under the a particular corporation are added to the 
following controls: holdings of any account which at the time of 

30NDS the addition held no such securities, a new 

i 0o Oo: heen: eard from the Addressograph is posted by 

2. State and Municipal. the bookkeeping machine as to date, ticket 

3. Foreign. number, shares, value, ete., and filed in the 

4. Public Utility. container. Most additions to trust assets are 

® Industrial. of this nature. 

6. maliveas. Inventory Control 

‘. Real Estate. , Some of the steps and phases of procedure 

STOCKS in our personal trust accounting system here- 

8. Public Utility Preferred. tofore described may appear unnecessary 

9. Publie Utility Common. where a par or unit control is used. We have 

10. Industrial Preferred. found them advantageous under the inven- 

11. Industrial Conimon. tory or cost control of trust asset values, 
12. Railroad Preferred. which has been used by the Brooklyn Trust 

18. Railroad Common. Company on all classes of accounts except 

14. Banks. the custodan for many years. Our officers 

15. Title and Insurance. 


When an entry represents an increase or 
decrease in the holdings of the securities of 
a particular corporation under a specific ac- 
count, the asset and security cards for such 


believe inventory control to possess distinct 
advantages. Strictly safekeeping accounts 
are handled in a separate department under 
a par or unit control, 

Through the use of asset sheets, which will 
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ASSET LEDGER FORMS 
(a) Special Instructions Card (one to each account). 
(b) Security (or Property) Card, which is a duplicate of asset 
similar cards of other accounts representing the same security. 
(c) Asset Card (one to each security or other class of asset in 
blocking at top varied to indicate type of asset. 


card, but is filed with 


each account)—color of 
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CasH LEDGER CARDS AND STATEMENTS 


be described later, the total inventory or cost 
value of all bonds and stocks by accounts is 


made constantly available. A comparison of 
cost with current market value of securities 
is made more readily obtainable. 

The actual valuation by totals for classes 
of securites, furnished daily, enables trust 
officers and trust department committee to 
supervise and regulate the general distribu- 
tion of investments. Where each transaction 
has a specific valuation within the control, 
the correction of errors or location of items 
is facilitated. 

The minor loss of time in recording actual 
raluations may be offset in part by the sav- 
ing of time taken to record, when necessary, 
the statistical data or memorandum amounts 
under the par system. The danger of error 
inherent in uncontrolled records is greatly 
minimized. 

When securities are withdrawn from an 
account, they are taken out at inventory 
value, and if sold, both cost and proceeds are 
shown on the fanfold ticket. This is of con- 
siderable value to the income tax depart- 
ment in determining capital gains, in which 
‘ase income tax department copies for cer- 
tain classes of entries are accepted without 
question. 


Asset Ledger Procedure 

The asset, account and security cards are 
at all times under the care of a designated 
clerk, who records on “out” cards any with- 
drawals from the containers for purposes of 
posting or examination. All asset and secu- 
rity cards must be returned and the “out” 
eards withdrawn by the close of business 
sach day. Cards withdrawn for examination 
are placed in binders for convenience of ref- 
erence and as a precaution against loss. 
Asset ledger postings, which amount to 
approximately three hundred daily, consume 
only part of the time of one ledger clerk. 
The present procedure requires the services 
of two girls in the Addressograph depart- 
ment, but when it is considered that the Ad- 
dressograph plates must be set up for other 
purposes, the saving of time is apparent. 

There is no longer a question as to the ac- 
cord between asset cards, security cards and 
Addressograph plates, since the plates are 
stamped directly upon both ecards. 

The setting up of a new ledger and security 
ards, numbering about 80,000, by typewriter 
would have been a task of considerable mag- 
nitude, But it was done at the Brooklyn 
Trust Company in four days through the 
use of Addressograph plates. 
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Use of Addressograph 
Reference necessarily has been 
the uses of the 


made to 

several 
stages of the description of other operations. 
There are, however, many other functions 
performed by this device under our present 
system. Addressograph plates for bonds, 
stocks and mortgages are used to furnish in- 
come credit tickets and coupon envelopes for 
collection of income as well as schedules of 
statements of income, ledger 
eards and security ledger cards. 


Addressograph at 


assets, asset 

Each plate shows name of account, trust 
number, description of asset, par or shares, 
income periods, income per period, income 
tax Class symbol, registration symbol, price 
and cost or inventory value. There are ap- 
proximately 50,000 plates, with selector tabs 
varied according to income periods. There 
is one section for bond plates, which are 
filed by accounts and alphabetically by secu- 
rity in each account. There is a section for 
stocks, similarly arranged, and a section for 
mortgage participations filed according to 
mortgage number, 


Daily Changes of Plates 

The Addressograph Department form of 
the fanfold set includes instructions that a 
new plate shall be made or that an old plate 
shall be changed or cancelled, and when 
there are other items of the same security 
in the accounts involved, the form shows the 
otal number of shares or par value, total 
periodical income and total inventory value. 

As explained previously, 
new plates are made upon both and 
security cards. Impressions of changed 
plates and of cancelled plates are taken upon 
two sets of proof sheets. After proofreading, 
the cards are sent to the accounting depart- 
ment, where they are checked and posted in 
the same run with changed cards previously 


impressions of 


asset 


withdrawn from the containers. The proof 
sheet impressions are checked to the posted 
ecards. 

Although graphotyping of new and changed 
plates represents additional work, the total 
daily posting of approximately 300 items af- 
fects a relatively small percentage of the 
total plates carried. The plate, once made, 
is constantly used until the asset represented 
by it is disposed of, 


Collection of Coupons 
Around the 20th of each month a run of 
bond plates, automatically selected by the 
tabs for income due the following month, is 
made. 
made— 


Three impressions of each plate are 
one upon the auditor’s ticket, one 
upon the coupon envelope and one upon the 
ledger ticket—the three bearing the same 
serial number. The cash ledger ticket and 
the coupon envelopes are sent to the ae- 
counting department, where tickets are 
checked with security cards. The auditor’s 
copy is sent directly to the Audit Depart- 
ment. If any errors are disclosed, the nee- 
essary changes are made and the auditor 
advised. 


The coupon envelopes then are sent to the 
vault for cutting, verification and enclosing 
of coupons and sealing. The coupon enve- 
lopes thereafter are machine-listed and the 
total compared with the machine total of 
cash ledger tickets taken by the accounting 
department. The cash ledger tickets are sent 
to the trust teller to be held to date of pay- 
ment and the coupons go to the collection 
department for collection. 


Collection of Dividends 
Around the 23d of each month a run of 
stock plates is made for dividends payable 
the following month. With the help of the 
Statistical Department, the extra dividends 
are entered on the tickets and any rate 
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changes not previously made are corrected. 
The cash ledger copy, sorted as to security, is 
checked with the security cards. The audi- 
tor’s copy is sent to the Audit Department 
and the cash ledger copy to the trust teller, 
where the nominee stocks, as indicated by 
the registration symbol, are listed and to- 
taled for each security. 

The tickets are held by the teller until the 
date of payment, when they are matched 
with checks received and proved in blocks 
of reasonable size. As each block is proved, 
the checks are charged through the clearing 
department and the cash credits sent to the 
accounting department. 


Collection of Mortgage Interest 

Around the 25th of each month, a run of 
mortgage plates is made in duplicate, The 
auditor’ copies are sent to the Audit Depart- 
ment and the cash ledger tickets to the trust 
teller. The guaranteed mortgages, as indi- 
eated by the plate symbol, are machine-listed 
and totaled as to guaranteeing company. As 
in the case of dividends, all tickets are set 
up prior to payment date so that each check 
received can be matched with one or the 
total of any number of tickets. 

For obvious reasons, a detailed description 
of the auditor’s check must be omitted here. 
All cash ledger tickets, after the day’s post- 
ing, are sent to the Audit Department, where 
they are proved. The auditor follows through 
on all unpaid items and checks the teller, 
who is responsible for the actual collection. 
The uncollected items are represented by the 
unused cash ledger tickets in the teller’s pos- 
session. 


The Asset Sheets 

These sheets are run from the Addresso- 
graph plates. There is a current file of com- 
plete sheets, changed daily by the Addresso- 
graph Department. The sheets are kept in 
trays in the same arrangement as the asset 
ledgers—that is, bonds and stocks are sched- 
uled under each account. Mortgages are car- 
ried in running total, and the real estate 
and miscellaneous items are typed on sepa- 
rate sheets. The sheets are footed and show 
the total inventory value for each class of 
asset. At such time as any Sheet reflects 
too many changes, it is replaced by a new 
sheet from the Addressograph Department. 

The asset sheets are used by the officers, 
the trust investment committee and by the 
examiners. Inasmuch as the asset sheets are 
virtually duplicates of asset ledger cards, 
they are of additional help in taking trial 
balances of asset ledgers where “T” totals 
are taken in each account at the end of each 
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class, Such ‘“T” totals are compared with 
corresponding totals on the asset sheets, and 
in this way differences are immediately lo- 
cated. 


Sundry Asset Schedules 

Schedules of assets may be drawn up as 
required for statements to customers. These 
statements are in two forms—one for the 
schedule only and one for inclusion of income 
by period and year. The schedule form is 
designed with a column for extension of cur- 
rent market value so that a comparison of 
cost and market may be obtained. 

Owing to limited space the many other 
phases of trust accounting procedure under 
machine application cannot be described here. 

In conclusion it might be well to review a 
few of the outstanding advantages of the 
present system in operation at the Brooklyn 
Trust Company over previous methods. 
Among them are: 


1. All tickets bear printed numbers which 
identify transactions and which make pos- 
sible the replacement, with adding machine 
lists, of all descriptive journals, 
ete. 


registers, 


2. The fanfold tickets, containing full in- 
formation required by all departments and 
earefully checked by key men, assure uni- 
form correctness of all records of original 
entry. 


> 


3. Every step from inception to completion 
of any transaction in principal has its desig- 
nated square for initialing at the bottom of 
some form in the set. 


4. The Addressograph produces identical 
records for security card, asset sheets, sched- 


ules of assets and income statements, income. 


credit tickets and coupon envelopes. 


5. By the use of the bookkeeping machine, 
three statements are posted simultaneously 
with the cash ledger, and the security card 
is posted with the asset ledger account. 


6. The system furnishes a daily proof sheet 
and carbon journal as an automatic by-prod- 
uct of the ledger postings. 


7. The inventory controls, comprising 
twenty-four classes of assets and accounts, 
present a broad perspective and valuable 
analysis of asset distribution. 

8. The auditor’s control of all transactions 
is greatly facilitated and broadened. 

9. Machine records are superior to hand- 
written records in neatness—as well as ac- 
curacy. 
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COOPERATION IN PRESCRIBING LIFE INSURANCE 
OPTIONS AND LIFE INSURANCE TRUSTS 


FORM OF PAYMENTS DEPENDS ON INDIVIDUAL NEEDS 


FRANKLIN W. GANSE, C. L. U. 
John Hancock Mutual Life Insurance Co., Boston, Mass. 





(EpitTor’s NOTE: 





As a means of promoting relations between life undeririters and 


trust companies Mr. Ganse urges an enlightened understanding among both interests as 
to a broad conception of the definite needs of life insurance and a study of each individual 
case in determining which form of insurance, either the life insurance option form or life 
insurance trust agreement, or use of both forms, is most desirable to fit requirements in 


each case. 


He says: “I should like to see the day come when we could standardize life 


insurance needs and when it would be up to the trust officer to understand their broad 
scope as well as up to the life underwriter to understand just when they called for thé. 


great service of the life insurance trust.) 


OR about ten years the life underwrit- 
ers have been selling life insurance to 
fit certain definite needs of the insured 

and his beneficiary; and I believe that the 
movement for programming life insurance to 
meet definite needs is very largely respon- 
sible for the success of life underwriting dur- 
ing the past decade. 

To analyze the affairs of a prospect So as 
to learn what needs he has which can best 
be supplied through life insurance; to use his 
present life insurance to supply the most im- 
portant or pressing needs; and to suggest 
additional life insurance adequate to meet 
his other vital needs along this line, in so 
far as he is able to carry it, opened up first 
for some of the leading agents in the field 
and, during more recent years, for every 
well qualified life underwriter, a practically 
unlimited field of work. The word unlimited 
is used advisedly because study and experi- 
ence in diagnosing and prescribing for life 
insurance needs has discovered opportunities 
for service which are really boundless. 


Different Needs for Life Insurance Options 

I have been looking over several lists of 
these different needs prepared seven or eight 
years ago by successful life underwriters and 
by some of the leading companies. They in- 
clude business insurance and the payment 
of inheritance taxes in their lists, which usu- 
ally cover ten or a dozen different outstand- 
ing needs; but not one of them which I have 
seen includes the life insurance trust. But 
they all emphasize strongly the need for 
using the options provided in the life insur- 
ance policies for the purpose of supplying in- 
comes for definite periods for such purposes 


as college education, the support of the fam- 
ily until the children have all had high school 
educations and retirement incomes. Thus,: 
before the life insurance trust was generally 
available, the optional incomes were all that 
the life underwriter had to offer and were 
widely and successfully used. Not that they 
were used widely enough, because today 
probably less than 20 per cent of all of the 
life insurance in force is payable in income 
form under the company options; just as 
less than 5 per cent of the total amount is 
probably payable through life insurance 
trusts and, of course, largely in income forms, 
at least to the first beneficiaries. 

Perhaps the word at the head of this ar- 
ticle should be “Coordination” instead of 
“Cooperation” and I sometimes wonder if 
the former is not the right word to describe 
the mutual work of the life underwriter and 
the trust officer; for the selling of life insur- 
ance to cover specific needs is primarily a 
work of coordinating the different phases of 
the needs of one’s estate and beneficiaries, 
and I strongly believe that the addition of 
the life insurance trust to the service which 
meets all of these needs is not generally a 
matter of competition between it and some 
other form of service but a matter of care- 
ful analysis of the whole situation and then 
a blending into one estate survey of all the 
different plans which are available for its 
protection. 


Demand for Broader Official Policies 
The need for life insurance to pay inherit- 
ance taxes and the need in connection with 
business insurance for large enterprises com- 
bined to draw the attention of people of 
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large means to the matter of life insurance 
needs which, prior to a dozen years ago, 
they had almost entirely neglected. In other 
words, they had considered life insurance as 
a device for replacing the earning power of a 
policyholder who possessed little besides his 
earning power. 

These needs for larger and larger policies 
led to the general placing of life insurance 
upon a class of people who were also becom- 
ing rapidly interested in the development of 
living and testamentary trusts in this coun- 
try. Of course, that class of people have 
grown in numbers very rapidly within the 
last ten or fifteen years. Such policyholders 
generally make wills and leave at least a 
considerable portion of their estates tied up 
in trusts and largely distributable for one 
or two generations in income form. A month- 
ly fixed income for life corresponding to the 
salary which the head of the family has 
been earning does not fit in at all perfectly 
with the financial plans of the families of 
such policyholders. If the estate is to be 
trusteed in whole or in part, why should 
not the life insurance be treated likewise? 

This leads to a very rough line of division 
between the policy option and the life insur- 
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ance trust, the former being perfectly ac- 
ceptable to the wage earning and salary 
class and to others who expect their imme- 
diate families to use up all that they leave 
behind them in the form of property and 
life insurance, and to be none too well sup- 
plied with money thereby. The other class, 
roughly speaking, consists of those estate 
owners who naturally expect to leave behind 
them sufficient property so that it can be 
held together as a continuing estate or for- 
tune, and their families, even in the secon 1 
or third generation, to be well cared for out 
of the income without invasion of the prin- 
cipal under all ordinary circumstances. 

The trust companies and banks usually 
prefer not to accept trusts of the former 
class because they are too small to yield 
fees proportionate to the work involved, 
though there is undoubtedly a tendency to 
accept smaller and smaller trusts for various 
reasons. 


Frank Statement of Both Forms of Insurance 

Is it not perfectly true that the growth of 
the life insurance trust business depends 
principally upon the need for life insurance 
thus administered being appreciated by per- 
sons of considerable means? This does not 
mean people of great wealth, but the average 
life insurance trust is undoubtedly placed for 
a man or a woman whose total resources are 
large enough to support his family without 
touching the principal. Roughly speaking, it 
will probably be found that those who have 
all too little to care for their families ade- 
quately after they are gone, can be well 
satisfied with incomes under policy options 
(continuous salaries); and that those who 
have enough so that the income therefrom 
will support their families in comfort, want 
some of the elasticity, discretion and invest- 
ment ability and flexibility which go with a 
life insurance trust. 

There will always be cases in which the 
insured should leave both forms of income. 
In such cases, a perfectly frank statement 
of the advantages and limitations of each 
form will lead to placing more business than 
will an attempt to hold the prospect down 
to one particular form of income. 


Fitting Insurance Term to Individual Needs 

Returning to the idea first expressed, the 
greatest progress may well be made if the 
life underwriter and the trust officer alike 
understand in a broad way all of the needs 
which life insurance can best supply, includ- 
ing the life insurance trusts, and if both 
advocate each method of handling income 
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according to the needs of the particular case. 
I should like to see the day come when we 
could standardize the life insurance needs 
and when it was up to the trust officer to 
understand their broad scope as well as up 
to the life underwriter to understand just 
when they called for the great service of the 
life insurance trust. 

The cooperative movement which engages 
the activities of life underwriters and trust 
officers alike is really nothing more or less 
than an attempt to sell the people of Amer- 
ica the idea that most families will be far 
better off if they have money left to them 
in income forms rather than in lump sums. 
Surely that idea cannot be sold to the best 
advantage without thorough harmony not 
only between the life underwriter and the 
trust officer but also between the life insur- 
ance option and the life insurance trust. 
There is room for great growth in the use 
of company options and life insurance trusts 
alike, and plenty of scope therefore in the 
placing of new insurance and invading the 
all too large volume of present life insur 
ance which is payable in lump sums. 

Ro fe eve 
“On the Great Clock of Time is but one 
Word—NOW.” 


MID-CONTINENT TRUST CONFERENCE 
The seventh annual mid-continent trust 
conference under the joint auspices of the 
Trust Company and National Bank Divisions 
of the American Bankers Association, will 
be held in Grand Rapids, Mich., September 
17th and 18th. Trust men from the seventeen 
states of Arkansas, Colorado, Illinois, Indi- 
ana, Iowa, Kansas, Kentucky, Michigan, 
Minnesota, Missouri, Nebraska, North Da- 
kota, Ohio, Oklahoma, South Dakota, Texas 
and Wisconsin will participate in the ses- 
sions which will be held at the Pantlind 
Hotel. Joseph H. Brewer, president Grand 
Rapids Trust Company, will serve as chair- 
man of the general conference committee, 
and James VY. Stuart of the Grand Rapids 
Trust Company, as chairman of the commit- 
tee on arrangements. 





DELAWARE FREE FROM BANK FAILURES 


According to the annual report of the 
Bank Commissioner of Delaware there was 
not a single bank suspension or failure in 
that state during 1930. A summary shows 
that the state banks and trust companies 
and mutual savings banks of Delaware have 
aggregate resources of $167,.273,000 with de- 
posits of $121,611,000. 
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HESE large banks 

can spend enough 

to buy with only 
one objective . . . to get the most 
effective advertising. Cost, within 
reason, is a minor consideration. 
61 have come to Purse. 


Most of these banks have adver- 
tising managers and departments 
that could prepare their own ma- 
terial if they believed they could 
produce more effective advertising 
than they can buy. But 61 have 
come to Purse. 


Most of them keep accurate rec- 
ords of inquiries and actual busi- 
ness brought by their advertising. 
If their campaigns did not produce 
profitable results, they would not 
often buy again from the same 
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ere 


source. Many of them have 
used Purse advertising year 
after year. 


The advertising that has won and 
held such an impressive clientele 
deserves consideration by every 
bank, large or small. And the sig- 
nificant point for you is that the 
very campaigns that have proved 
so resultful for these institutions is 
available for use by your bank— 
prices well within your means. 


We have an interesting, sensible 
method of helping you to decide 
which of these campaigns you 
might profitably use to develop 
your Trust Department. If you 
will signify your interest by letter, 
we shall be glad to demonstrate it 
to you—without obligation. 


Headquarters for Trust Department Advertising Since 1912 
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RETENTION OF COMMON STOCK BY TRUST COMPANY AS 
EXECUTOR SUSTAINED BY JUDGE SLATER 


DENIAL OF SURGHARGE FOR FAILURE TO SELL SEASONED SECURITIES 
AT HIGHEST MARKET LEVEL 





URROGATE SLATER of Westchester 
County, New York, has rendered a 
most interesting decision refusing to 
surcharge or hold liable for gross negli- 
gence, a trust company as executor for 
failure to sell seasoned stocks at the high- 
est possible market levels during’ the 
period of administration and at a_ time 
of general business depression. This ruling 
in the final accounting proceedings of Ger- 
ard B. Townsend and City Bank Farmers 
Trust Company of New York, as executors 
under the will of Jesse Winburn, deceased, 
follows closely upon the recent decision of 
the Appellate Division of the Supreme Court 
of New York which upholds the judgment 
of Surrogate Slater in the Clark case, sur- 
charging a corporate trustee for retaining 
substantial estate holdings of sugar company 
stock which has fallen in market value at 
the time of partial distribution of the trust. 
Because this latest ruling in the Win- 
burn proceedings is bound to receive wide 
attention among corporate executors and 
trustees, the Slater decision is herewith 
published in full: 


Text of Decision 

“The decedent died July 21, 1929, leaving 
a last will and testament duly admitted to 
probate. On October 25, 1929, letters testa- 
mentary were issued to the accounting ex- 
ecutors. The executors filed their account, 
dated September 24, 1930. 

“Two of the beneficiaries named in the 
will seek to surcharge the executors for 
failure to sell securities, and claim that the 
executors are guilty of gross negligence in 
failing to dispose of such securities at the 
highest market value obtainable. ‘The spe- 
cial guardian interposed a similar objec- 
tion. 

“The securities to which the objections 
relate are as follows: 

1400 shares of Montgomery Ward (Com- 

mon stock). 

390 shares National City Bank of New 

York (Capital Stock). 
373 shares Chase National Bank of 
City of New York (Capital Stock). 





240 shares Bankers Trust of New York 
(Capital Stock). 

200 shares Consolidated Gas Company 

of New York (Common Stock). 
100 shares of New York Central R. R. 
Company (Capital Stock). 

200 shares of Radio Corporation of 
America (Preferred B). 

300 shares Union Carbide & Carbon 
Corp. (Capital Stock). 

100 shares Southern Railway Company 
(Common). 

100 shares Atchison, Topeka & Santa 
Fe Ry. Company (Common). 

100 shares Union Pacific R. R. Com- 

pany (Common). 

100 shares Standard Oil Company of 

New York (Capital Stock). 
150 shares Standard Oil Company of 
Indiana (Capital Stock). 

“The decedent’s will was executed April 
9, 1929. After payment of legacies, he di- 
rected the executors to divide the residuary 
estate into ten equal parts and to hold, in- 
vest and re-invest the said parts and pay 
the income thereof to life beneficiaries. 

“The following clause of the will effects 
the question: 

“ELEVENTH: * * * JI expressly absolve 
and release my executors from any and all 
duty or obligation to sell, convert, collect 
or otherwise realize on the property, assets 
or securities which I may own at the time 
of my death, and declare that a_ transfer 
and delivery in kind of any property or 
securities received, acquired or invested in 
by my executors shall be full and complete 
protection to my executors, and performance 
of their duties hereunder... I direct the trus- 
tees of the trusts herein created to receive 
such items of property as shall be allotted 
and given by my executors to said trustees. 
I authorize the trustees of the trusts cre- 
ated by this instrument to receive and in- 
vest the trust property or part thereof with- 
out division of the principal among the sev- 
eral trusts, so far as may be permitted by 
law, making proper division of the income 
as received among the beneficiaries entitled 
thereto.. I further authorize the trustees of 
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the several trusts created by this instru- 
ment to value and divide and allot the prop- 
erty held in trust when said trusts shall 
severally terminate, or when occasion may 
require... All such valuations, partitions and 
allotments so made shall be binding upon 
all the parties at any time interested in the 
same under this instrument. 

“T authorize the trustees of the several 
trusts herein created, in their discretion, to 
retain for any period of time any invest- 
ments left by me and any securities received 
by them in exchange for any such 
ments.” 


“The 


invest- 


above enumerated were the 
identical stocks received by the executors, 
except in two instances where the original 
number of shares were added to by the tak- 
ing over of stock dividends. The executors 
have neither purchased nor sold any of the 
stocks mentioned in the objections. 


stocks 


“The only evidence offered by the objec- 
tants in support of the charge of gross neg- 
ligence was the record of the monthly high 
and low prices of the stocks for the months 
from December 1929 to September 1930. The 
objectants’ position is that the executors 
failed to sell the stocks at the highest mar- 
ket price, and their consequent deprecia- 
tion makes it a case of negligence. 

“The executors gave proof, by a witness 
who qualified as an expert in trust invest- 
ments, that the stocks are all seasoned 
stocks of good companies, and that the gen- 
eral business conditions since October 1929 
have been abnormal. Other than such 
offered evidence the court will take judicial 
notice that the business depression since 
such time has been the worst and most far- 
reaching in the history of the world. 


eross 


“When the decedent directed his executors 
to divide his estate in ten equal parts, he 
must have contemplated that these 
should continue to be part of the 
trust funds. This is emphasized (1) by re- 
leasing and absolving the executors from 
any duty to sell; (2) by declaring that the 
delivery in kind of securities so received 
shall be a complete and full protection to 
the executors; (3) by directing the trus- 
tees to receive from the executors such items 
of property as may be allotted by the ex- 
ecutors to the trustees; and, finally, (4) 
the authority given to trustees to retain for 
any period of time any investments left by 
him. 

“Such provisions are in themselves pro- 
tection to these executors unless there is 
proof of fraud or gross negligence.—Watter 
of Jarvis (110 Mise. 5); Gould vs. Gould 


stocks 


several 
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(126 Misc. 54) ; Matter of Knower (121 Misc. 
208); Matter of Clark (136 Misc. 881—affd. 
Feb. 1931—A. D.—). 





Stocks Not of Speculative Character 

“The stocks are not of speculative char- 
acter, subject to great and sudden fluctua- 
tions in value. They are stocks purchased 
by the decedent and found among the assets 
of his estate. That the testator thought well 
of them, the will gives ample evidence. 
Stocks of this character ought not be timidly 
and hastily saerficed. Even where there is 
direction to sell, which is not present in the 
instant case, a reasonable time must be given 
and what that shall be must be determined 
in each case by its own facts. 

“A statement received in evidence 
that the first buying of stocks left by the 
decedent commenced in some cases in 1902, 
most of the stocks being purchased between 
the years 1925 and 1928. These stocks were 
not ‘legal securities’ for the investment of 
trust funds and, evidently because of that 
fact, the testator was disposed to grant to 
his executors great liberty in the retention 
of the same.—J/atter of Hall (164 N. Y. 196, 
199). 

“Under the will of the testator, neither the 
executors nor the trustees have authority 
to invest in other than legal securities. 
Winburn practically said by the words of his 
will: Keep all the securities I have bought, 
whether they are legal securities or other- 
wise; but, when you purchase, must 
buy only legal securities. 

“The decedent was evidenly a conserva- 
tive business man. He acquired only securi- 
ties of seasoned corporations. The companies 
of which he bought stock are well en- 
trenched and protected by careful business 
management, so that in slow times their 
earnings and surplus are such that normal 
dividends are declared. 

“The other than the bank 
are given a rating in Moody's Book of Stock 
Ratings—some as A, others AA, BA, and B. 
The AA rating is a high investment rating 
and given to few common stocks. It indi- 


shows 


Jesse 


you 


stocks stocks 





cates a dominant position in the industry, 
tremendous earning power, and ample cash 
resources. The rating of A comes in the 


investment group, but to a lesser degree. B 
is the rating applied to the stocks of com- 
panies, which give the expectation of a regu- 
lar dividend payment. BA is given to a 
common stock when the company has shown 
definite progress in its line, has built up 
reasonable equities for its securities, and 
has shown a reasonable ability to continue 
dividend payments. 
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Brooklyn Trust Company 
Turns to 


Shaw- Walker 


OR the equipment necessary to com- 
plete its new Personal Trust Ac- 
counting Department installation, the 
Brooklyn Trust Company turned to the 
New York Branch of Shaw-Walker. 
To the success of the new Personal 
Trust Accounting System Shaw-Walker 
contributed by furnishing custom- 
ers’ statements, ledger cards, asset 
ledgers, specialized indexing, post- 


“Built Like a 


ing trays, bookkeepers desks, insulated 
ledger desks and Skyscraper Desks and 
Chairs. 

Highly specialized bank service and 
the most modern bank operating equip- 
ment are available to every bank and 
trust company through Shaw-Walker 
branches and dealers IN ALL 
PRINCIPAL CITIES. Consult 


your telephone book, or write 


Skyscraper” 


SGHAW-WALKER 


Muskegon, Michigan 











Fiduciaries Not Required to Be Watchers 
of Tape 

“There is a distinction between seasoned 
securities of the character here involved and 
investments in speculative securities, as is 
pointed out in Matter of Hall (supra, pv. 
199); Matter of Wilmerbing (135 Misc. 674). 

“Cases are found wherein the deprecia- 
tion of values of seasoned securities are ac- 
counted for by a general business depression 


and, in such instances, the courts have re- 
fused to surcharge representatives of the 
estate—Matier of Weston (91 N. Y. 502); 


Matter of Thompson (41 Misc. 420—affd. 17S 
N..- X. 


-s 


534); Matter of United States Trust 


Company (189 A. D. 75, 2d Dept.) ; Matter 
of Varet (181 A. D. 446—affd. 224 N. Y. 573). 

“There is a_ difference between  invest- 
ments by trustees of trust funds and the 
retention of securieties purchased by the 


testator and held by him at the time of his 
decease.—Jones vs. Jones (2 N. Y. S. 844). 

“There is no need for executors to jetti- 
son worth-while stocks during a_ financial 
panic. Executors need not wait on the stock 
market, but may properly be guided by the 
tests to be applied, which are: What has 
been the history of the companies during 2 
period of years? Have they paid regular 





dividends of regular amounts? 
a proper capital structure? Are they wisely 
officered? Has a_ suecessful business con- 
tinued over a period of time? Have they 
achieved a standing in commercial circles? 
Have they behind them an established divi- 


Have they 





dend record over a period of years?—Matter 
of Leonard (118 Mise. 588). 

“The ups and down of the Wall street 
daily market quotations are not the merc- 


ury that must be strictly followed to decide 
whether it is wise to keep or sell stocks of 
the character of those in the instant case. 
Executors and trustees cannot be watchers 
of the tape, nor gamblers in stocks. They 
hold securities under the terms of the wills 
or trust instruments. Various stocks at 
times advance in the face of irregular and 
ever declining markets by the activity of 
pools. The ticker tape does not always 
reflect the character of the seasoned cor- 
poration. The stock market waits on busi- 
ness revival. The prices of stocks are bound 
to many movements and go up and down in 
response to conditions. 

“The evidence with reference to these well- 


seasoned corporations, in connection with 
their corporate management. capital struc- 
ture, earnings and dividends, clearly indi- 


rates that, while these stocks have been de- 
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UALIFIED and experienced trust 
man open to position as trust offi- 
cer or assistant with well established in- 
stitution or with one desiring to open a 
trust department. Legal education and 
experience. Thoroughly familiar with 
estate administration and new business 
development. Pacific Coast preferred. 
References exchanged. 
BOX P. B.A. 
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pressed in the stock market with every 
other stock, they have ridden, and are still 
riding the financial storm in good shape. 

“The decline was consonant with all se- 
curities occasioned by the unsettled condi- 
tion of the country.”—Matter of Jarvis (119 
Misc. 5, 8). 


Executors Acted With Vigilance and Prudence 

“The evidence of the expert indicates the 
eventual restoration of normal times, and 
it cannot be said that it was unwise not to 
expect and wait for it. The instant case 
is not one where the executors were direc- 
ted to sell, or where part of the stocks were 
held on margin, but rather a case where the 
decedent showed an intent that he wanted 
the stocks which he had acquired to pass 
into the trusts which he created by his will, 
because of their continued earning capacity. 

“The language of the testator in the Elev- 
enth paragraph of the will is not precatory. 
He gives absolute release to the executors 
and the court will only hold them for gross 
negligence in not selling. 

“Are the executors guilty of negligence? 
The burden of proof is upon the party seek- 
ing to surcharge to show negligence in fail. 
ing to sell. In sustaining the burden, they 
have failed. It is my opinion that the ex- 
ecutors have acted without negligence and 
employed vigilance, sagacity and prudence 
as in general prudent men of discretion and 
intelligence, in like matters, employ in their 
own affairs —Brown vs. Cleveland Trust 
Company (233 N. Y. 399, 405); Matter of 
Clark supra; Matter of Hurlbut (210 A. D. 
456). 

“Executors of an estate have a limit of 
time, either six months or one year, to pro- 
ceed to execute the settlement of a dece- 
dent’s affairs. This does not obtain with 
trustees. When the executors took over the 
estate herein, a financial storm had set in, 
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—not country-wide but world-wide. And, 
in the exercise of their judgment, they con- 
tinued to hold the securities for the purpose 
of passing them on to the trustees. The 
storm has not yet subsided. There is a 
strong undercurrent of depression still run- 
ning. In the face of such conditions, I think 
it would be unreasonable to hold executors 
liable for retaining such  well-seasoned 
securities in the light of the terms of the 
will and the intent of the testator. 


Cannot Foresee Fluctuations 


“In the Matter of Thompson, supra, the 
court, in commenting upon the claim of the 
objectants that the securities should be sold, 
said: “To foresee such periods of general de- 
pression, or periods when high prices pre- 
vail, is the constant effort of the keenest 
intellects in the financial world, but, not- 
withstanding their tireless vigilance and 
efforts, stimulated by the hope of great 
gains, they frequently find such knowledge 
too high for them. The law does not re- 
quire such pre-science of administrators.” 

“If foresight were generally as good as 
hindsight, it would be a far more pleasant 
world in which to live. I wonder if the ob- 
jectors would have asked for a surcharge 
if the executors had sold the securities and, 
within a reasonable time thereafter, the 
stock market had shown a good advance. 
Matter of Mercantile Trust Company (210 
N. Y. 83); Matter of Houford (27 A. D. 
427); Lazar’s Estate (139 Mise. 261). 


“Regardless of the absolving provisions of 


the testator’s will, the executors were war- 
ranted in retaining these well-seasoned stocks 
for the period of time than twelve 
months after the issuance of letters testa- 
mentary at a period of world panic. In 
Matter of Varet, supra, the court, in de- 
clining to surcharge, arrived at a decision 
in the face of the following provision in 
the will: ‘I do order and direct my executor 
hereinafter named, as soon as may be after 
my decease, to sell either at public or private 
sale and convert into money all the real and 
personal property * * * 


less 


“It is my conclusion that no negligence on 
the part of the executors, in continuing to 
hold the securities in the instant case, was 
established. The objection is dismissed. 
Submit decision and decree confirming these 
views.” 


Including recent additions, there are now 
fifteen states which have enacted the Uni- 
form Bank Collection Code drafted by the 
counsel of the American Bankers Association. 
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...and 22,000 People Inquired 


“First Steps in Planning 
Your Will," recently of- 
fered to policyholders of 
this Company, brought 
more than 22,000 inquir- 
ies in a little more than a 
month. . . . Convincing 
evidence that attention 
is being focused anew on 


estate problems of the 
individual. 


With this booklet is fur- 
nished a ‘'Msmo-graph,"' 
which the prospect may 
fill out and hand to his 
lawyer to assist him in 
drawing up the will. 


We'll be very glad to send 
you a copy of both the 
booklet and the ''Memo- 
graph.’ Please use cou- 
pon below. 


Mail This Coupon! 


At last! The FACTS 


about a life insurance ca- 


Dept. of Publications 


The CONN. MUTUAL Life Ins. Co. 
Hartford, Conn. 


[_]I would like to receive your "Will" 
booklet. 
[_]! would like to receive a copy of 


your booklet, “Life Insurance as a 
Vocation." 


reer! To really understand 
this business is to like it 
immensely. We have pre- 
pared a free booklet tell- 
ing all about "Life Insur- 
ance as a Vocation.’ May 
we send you a copy? 

(NAME) 

(BANK) 

(ST. and NO.) 


(CITY) (STATE) 
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Burroucus TRUST MACHINE MEETS THE 








REQUIREMENTS OF ANY ACCOUNTING PLAN 


SIZE. 









Fort Worth National Bank * Fort Worth 
Fidelity Union Trust Company * Newark 
Commercial National Bank * Shreveport 
New York State Bank + + + Albany 
The Citizens and Southern National 
Bank +» + + Atlanta, Savannah, Macon 
First National Bank of Binghamton 
Binghamton 
City National Bank and Trust Company 
Binghamton 
New England Trust Co. * * 7 Boston 
First National Bank + + + Chattanooga 
Oak Park Trust and Savings Bank 
Oak Park 
Central Trust Company of Illinois 
Chicago 
Old National Bank in Evansville 
Evansville 
Travelers Bank and Trust Company 
Hartford 
Second National Bank + + 7 Houston 
The Fidelity-Bankers Trust Co. 
Knoxville 
Merchants National Bank * + Mobile 


IN ANY TRUST COMPANY, REGARDLESS OF 


SAVINGS. TRUST COMPANIES EVERY WHERE 
ARE USING BURROUGHS TRUST MACHINE. 


Among the many users are 


It will pay you to investigate the merits of the Burroughs 


PROVIDES NEAT, ACCURATE, COM- 
PLETE RECORDS AND EFFECTS DEFINITE 


New York Trust Company * New York 
Brooklyn Trust Company * New York 
First National Bank and Trust Co. 
Oklahoma City 
Pennsylvania Trust Company ’ Pittsburgh 
The Bank of Pittsburgh, National Ass’n 
Pittsburgh 
State-Planters Bank and Trust Company 
Richmond 
American Bank and Trust Company 
Richmond 
City-Central Bank and Trust Company 
San Antonio 
Seattle Trust Company * * 7 Seattle 
Old National Bank and Union Trust 
Company * * 7 7 7+ + Spokane 
The Farmers & Merchants National 
Bank of Los Angeles * * Los Angeles 
United States National Bank * Omaha 
The Omaha Trust Company * Omaha 
First National Bank of Birmingham 
Birmingham 
Birmingham Trust and Savings Co. 
Birmingham 


American Trust Company * Davenport 







Trust Machine on your own work. Call our local office, 


or write Burroughs Adding Machine Co., Detroit, Mich. 




















DIFFERING FEDERAL AND STATE INTERPRETATIONS OF 
THE TRANSFER INHERITANCE TAX APPLIED TO 


TRUSTS INTER VIVOS 








(IDITOR’S NOTE: 


DIVERGENT TESTS OF TAXABILITY ADOPTED BY THE COURTS 


LOUIS BARCROFT RUNK 
Assistant Trust Officer, Provident Trust Company of Philadelphia 


The subject of taxing trusts inter vivos has developed some inter- 





esting differences of interpretation of substantially similar statutes between the Federal 
courts on the one hand, and those of some of the states, notably, Illinois, Massachusetts 
and Pennsylvania, and also New York, until changed by statute there. The Federal courts 
have stressed revocability as the test for inheritance taration, subject now to any changes 
that the Act of Congress of March 3d last may introduce, and the courts in these states 


have made the test whether the settlor receives the income. 


Mr. Runk has analyzed and 


discussed these divergent trends in the following instructive article, entitled “Differing 
Federal and State Interpretations of the Transfer Inheritance Tax Applied to Trusts 


Inter Vivos.” ) 


Introduction 

© any one interested in the compara- 

tive study of legal decisions, it is in- 

tensely intriguing to take a_ statute 
which has been passed in substantially simi- 
lar form in several jurisdictions, and com- 
pare the interpretations put upon it by dif- 
ferent groups of judges, each group supreme 
Within its own jurisdiction. The question 
becomes doubly interesting where these 
judges put different interpretations upon the 
same language. Such a situation is present- 
ed by the construction placed by the federal 
courts and by some of the state courts, so far 
as decisions have been made, on similar lan- 
guage in the Federal Tax Act and in the 
Transfer Inheritance Tax Acts of some of 
the states, regarding the taxation of certain 
kinds of trust estates created by deed during 
the settlor’s lifetime. 

The Federal Revenue Act of September 8, 
1916, provided for the taxation of any trust 
estate created at any time before the settlor’s 
death, where it was “intended to take effect 
in possession or enjoyment at or after his 
death.” This phraseology was not original 
with the Congress of 1916—it had been used 
in Pennsylvania as early as the Act of April 
7, 1826, Section 1, passed over ninety years 
previously. 

The success of the Federal Government as 
a tax collector from the estates of decedents 
during the war and in the years immediately 
following it led the legislatures of various 
states to recast their own inheritance tax 
statutes, and to enact new ones embodying 





at least some of the phraseology that was 
new in the Federal Act. 


The interpretation we are 
here considering result in the divergent tests 
of taxability adopted by the courts of some 
of the states and by the federal courts, the 
former placing emphasis on the parties en- 
titled to the income, the latter on the revoe- 
ability of such trusts. With these two as- 
pects in view four possible combinations of 
facts present themselves, omitting all trans- 
fers made in contemplation of death, or cases 
where the rights of creditors intervene: 

A. The settlor reserving the right to revoke 
and also all or most of the income to him- 
self for life. 

B. The settlor reserving a general right to 
revoke but with the income payable to others 
during their lives, 

C. The trust irrevocable and the settlor re- 
serving all the income for life. 

D. The trust irrevocable with 
payable to others for their lives. 


differences in 


the income 


Each of these four may also have annexed 
to it a power of appointment as to the re- 
mainder, and this remainder interest may, 
under certain contingencies in irrevocable 
trusts, revert back to the settlor’s own estate. 


A. The Settlor Reserving the Right to Revoke 
and Also All or Most of the Income to 
Himself for Life. 


Here the great weight of state and federal 
authority holds the trust estate taxable at 
the death of the settlor as part of his own 
estate. 
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Cases have been decided in Illinois, Massa- 
chusetts, Nebraska, Nevada, New York, 
North Carolina, Pennsylvania, Vermont, Ore- 
gon and Wisconsin; and also in the Federal 
Courts, Of course, a reservation of power 
to appoint the principal makes the argument 
for taxation even stronger; this was laid 
down nearly seventy years ago in Pennsyl- 
vania. The United States Supreme Court, in 
Bullen vs. Wisconsin, in 1916, decided that 
a power of appointment reserved by the 
donor leaves the transfer, as to him, incom- 
plete and subject to tax. And as general 
powers of appointment are specifically taxed 
by the federal statutes, no decisions as to 
the federal tax on them are needed here. 
But if the reserved power of appointment is 
only special and not general, or does not per- 
mit an appointment to one’s self or to one’s 
creditors, no tax is due, as only general pow- 
ers of appointment come under the language 
of the Federal Act. 


B. The Settlor Reserving a General Right to 
Revoke but With the Income Payable to 
Others During Their Lives. 


Illinois, Massachusetts and Pennsylvania 
hold such a trust not taxable, and so did New 
York until the rule of its courts was changed 
by a statute. 

The federal judges, however, when they 
came to construe this same statutory lan- 
guage, i.e., “intended to take effect in pos- 
session or enjoyment at or after death,” de- 
cided that the ability to get the property back 
was equivalent to potential enjoyment, even 
if this right was not exercised; as the donor 
had at all times the right and power to re- 
possess himself, even if he did not do so, it 
was potentially his and as such should be 
taxed under the Federal Revenue Act. They 
placed the emphasis on the word “transfer.” 
This conclusion seems to follow from the 
language of the Court in two cases handed 
down the same day—January 8, 1929, decided 
under the Act of 1921. These cases are 
Chase National Bank vs. the United States 
and Reinecke vs. The Trust Company. The 
Chase case covered only insurance policies, 
which many state statutes would have ex- 
empted from any state tax, but the language 
of the Court is important: 

“.. . the word ‘transfer’ ... cannot 
be taken in such a restricted sense as to refer 
only to the passing of particular items of 
property directly from the decedent to the 
transferee. Termination of the power 
of control at the time of death . . . brings 
about at death the completion of that shifting 
of the economic benefits of property which is 
the real subject of the tax, just as effectively 
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as would its exercise. .. To make a de- 


cision between a general power and a limita- 
tion in fee is to grasp at a shadow while the 
substance escapes. 

In the policies in the Chase case, the in- 
sured paid the premiums himself, and had 
reserved the right to change the beneficiary. 


The Reinecke Case 

In the Reinecke case, “respondent’s testa- 
tor died May 30, 1922. On various dates be- 
tween 1903 and 1919 he established seven 
trusts by deed which are conceded not to 
have been in contemplation of death, Two of 
them were created respectively in 1903 and 
1910. They are referred to here as 
the ‘two trusts. By them the income from 
the trusts was reserved to the settlor for 
life and on his death the income of each trust 
was to be paid to a designated person until 
the termination of the trust as provided in 
the trust instrument, with remainders over 
(to others). sy the terms of each trust 
there was reserved to the settlor alone a pow- 
er of revocation of the trusts, upon the exer- 
cise of which the trustee was required to re- 
turn the corpus of the trust to him.” 

“The settlor died without having revoked 
either of the two trusts and with the bene- 
ficiaries and life tenants designated in the 
trusts surviving him.” The Court, citing the 
Chase case, held the two trusts taxable. 

The decision as to the other “five trusts” 
in the Reinecke case possibly does not now 
concern us, since the provisions of the 1921 
Act, on which that part of the decision was 
based, were changed in 1924. 

The Court, however, logically carried out 
the full implications of its language in the 
Chase case, in Corliss vs. Bowers, decided in 
1930, and held that under the income clause 
of the Federal Acts, in a revocable trust with 
income to a wife for life and remainder to 
the children, the settlor must pay the income 
tax himself, since the wife’s acquisition of 
the income becomes complete only when the 
settlor fails to exercise the power that he 
has reserved. 


A Pennsylvania Case 

Of course there is much to be said as to the 
practical wisdom of reaching and taxing such 
trusts, since it is not strictly true, as was 
said in the Pennsylvania case of Dolan’s Es- 
tate and others following it, that the “right 
to revoke unexercised . . . does not alter 
the character of the estate granted” 
or “affect the grantee’s power of enjoyment.” 
In fact the property right is made to depend 
on the wish or even the whim and caprice of 
the settlor, and to that extent vitiates the 
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“enjoyment” of it, which an earlier Penn- 
Sylvania case linked with title and possession 
as the triple test of absolute ownership. The 
word “enjoyment” connotes not only “plea- 
sure’ but also “satisfaction,” and the latter 
element, which embodies a sense of security 
against the future, is wanting in a gift that 
may at any time be recalled. The presence 
of such a “sword of Damocles”’ hanging over 
one’s head usually interferes with its un- 
alloyed enjoyment. If the word “enjoyment” 
means the income now in one’s pocket or in 
one’s bank account, one’s power of enjoyment 
of it is not marred by a power of revocation 
resting in the background and unexercised; 
but if it means an assurance of one’s future 
income from the same source, this assurance 
is reduced to a more or less complete uncer- 
tainty, and depends, perhaps, on whether 
one has a temperament disposed to worry. 
The whimsicalities and capricious fancies 
and illusions of the aged, as shown by many 
wills made or marriages contracted when 
senility is approaching, furnish ample proof 
that this constant dread of what may happen 
is by no means a groundless fear. 

The average man who has made his own 
money has a natural reluctance to part with 
it, partly because he believes he can increase 
it for his ultimate beneficiaries far faster 
than any chosen trustee can do in his place, 
but chiefly because of the consciousness of 
power that it gives him. Now, if he can re- 
tain that power by always keeping in his 
hand the string that will pull the property 
back into his own exclusive control by a 
“mere stroke of the pen,” it is a tremendous 
leverage in inducing him to hand over part 
of his hard-earned fortune to other hands, 


SAMUEL M.SHOEMAKER JOHN J. NELLIGAN 
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HOWARD BRUCE 
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because he (the settlor) may still retain the 
consciousness of his power over the actions of 
his beneficiary. Hence the popularity of the 
revocable trust, which outstrips the irrevo- 
eable kind many times in number and 
amount, and in so far as the property in it is 
confined to life insurance policies, as is very 
often exclusively the case, it would seem in 
many states not only exempt from any pos- 
sible tax under the various statutes (if the 
policies are payable to the classes of bene- 
ficiaries named in the acts, and not to the 
settlor’s own estate), but secure from the 
claims of creditors as well. 
Statutory Enactments 

The New York legislature, feeling that its 
state courts could not be expected to change 
their rulings, passed a statute in 1922 which 
taxed all revocable gifts, whether this power 
to revoke, alter or amend can be exercised 
solely or in conjunction with others. In the 
vernacular of the average legislator, “he who 
can ‘shake the plum-tree’ and during all his 
life keep those now enjoying its fruit in ap- 
prehension lest he diminish their present 
pleasure or deprive them of it entirely, 
should ultimately pay a tax in some form for 
the privilege he has reserved to himself.” 
The act is obviously not retroactive, and only 
lower courts have thus far construed it. 

Substantially similar acts have so far been 
enacted in Colorado, Connecticut, Georgia, In- 
diana, North Carolina, Rhode Island and 
Tennessee, and a similar amendment was 
made to the Federal law in 1924, which the 
Supreme Court has not yet passed upon. 

Revocable deeds of trust are generally not 
recorded, and the executor or administrator 
of the estate of a deceased settlor, if differ- 
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ent from the trustee under his deed of trust, 
might very likely in entire good faith never 
learn of the deeds of trust that had been 
executed, and therefore would make no re- 
turn of them to either federal or state taxing 
authorities; yet the principle embodied in 
the New York law of 1922 above referred to 
is likely to be followed and its language 
enacted in still other jurisdictions, since the 
states will undoubtedly try to reach property, 
other than insurance policies, transferred 
under revocable deeds of trust, which run 
unto large sums each year and remove from 
the reach of the state taxing authorities the 
very large amounts in 


cash and securities 
that they cover. 


C. The Trusts Irrevocable and the Settlor Re- 
serving All the Income for Life. 


Here again we note the diverging opinions 
to date between the federal courts and those 
of most of the states as to the liability for 
transfer inheritance tax. The state courts 
generally hold the test of such taxability to 
be whether the settlor himself receives the 
income; in this event, it naturally makes no 
difference whether the trust is revocable or 
irrevocable, except that if irrevocable the 
date of transfer should determine the amount 
of the tax, and not the date of death. 


Cases can be found in Illinois, Montana, 


New Jersey, New York, Pennsylvania and 
Wisconsin. 
The federal courts, however, have held 


that if the deed is irrevocable it 
difference if the settlor reserves all the in- 
come to himself. So, such a trust, created 
by a Mrs. Van Schaick in Illinois, was held 
not subject to the federal tax after being 
held subject to taxation in the state; this 
is just the reverse of the two cases involving 
a revocable trust created by a Mrs. Dolan in 
Pennsylvania, which was subject to a federal 
tax but exempt in that state. 

One set of jurisdictions stressed the human 
desire to maintain one’s own personal in- 
come as large as possible. The other looked 
at the equally human desire to preserve ul- 
timate power over one’s principal as long as 
possible. With some men the first element 
is the stronger, and with others the second— 
even in the same man at different stages of 
his health or maturity one element or the 
other may predominate. Both instincts are 
deeply rooted in our human nature, and logi- 
ally there is little to choose between them. 

On March 2d last the Supreme Court, in 
three decisions, reaffirmed its position above 
indicated—that an irrevocable trust did not 
become subject to federal tax by the settlor 
reserving the income for his own life, and 


makes no 
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the next day Congress, by a joint resolution, 
amended the Act of 1926 so that thereafter a 
federal tax should be laid on any “transfer 
under which the transferror has retained for 
his life or any period not ending before his 
death (1) the possession or enjoyment of, 
or the income from, the property or (2) the 
right to designate the persons who shall pos- 
sess or enjoy the property or the income 
therefrom; so presumably the federal rule 
will now be different for all trusts executed 
after the date of the Act. 


D. The Trust Irrevocable with the Income 
Payable to Others for Their Lives 


These classes of trusts are believed to be 
free of tax in all jurisdictions, since the 
Federal Gift Tax was repealed in 1926. 

On the other hand, if the principal reverts 
as a vested remainder to the grantor’s estate, 
it is taxable in New York; but if this re- 
mainder is only contingent, it is apparently 
not taxable, although subject to tax in many 
states by special statutes. 

A mere postponement of the vesting of the 
title in the beneficiary of a trust agreement 
until a specified period after death does not 
destroy irrevocability. 

Moreover the federal tax exemption did 
not seem incompatible with a settlor retain- 
ing some very real rights over the res of the 
trust estate. Thus in the Reinecke case the 
settlor reserved the power to supervise in- 
vestments, to vote stocks, to have proxies 
made to his nominee, to control all leases 
made and to appoint a successor trustee; and 
in a recent case in the Cireuit Court of Ap- 
peals the reserved right to name other bene- 
ficiaries (except the settlor herself) either 
by way of addition or substitution, was held 
not to make the trust taxable. 

In a recent case in the Superior Court of 
Pennsylvania it was held that a mere direc- 
tion that premiums on insurance policies 
payable to a trustee should be paid out of 
the income from an irrevocable trust and that 
the settlor should be consulted on invest- 
ments, did not constitute “enjoyment” in the 
settlor so as to make the transfer subject to 
tax under the Pennsylvania statute. 

Whether or not the Government can tax at 
all the proceeds of insurance in excess of 
$40,000, where there is no reserved right in 
the insured, is an open question. 

Now, if a deed is revocable for a fixed pe- 
riod and then becomes irrevocable, what will 
happen as to the federal tax? It has been 
held that the tax becomes payable when it 
passes from one class to the other, by act of 
the parties. 


(Continued on page 729) 





TRANSFER OF SECURITIES REGISTERED IN THE 
NAMES OF FIDUCIARIES 


ADVOCACY OF UNIFORM FIDUCIARIES ACT TO ELIMINATE UNDUE 
RESPONSIBILITY 


FRED G. REUSSWIG 
Vice-president and Trust Officer, First Bank and Trust Company, Utica, N. Y. 


(Epiror’s Note: For a number of years futile efforts have been made to secure in the 
New York Legislature the enactment of the Uniform Fiduciaries Law, which among other 
provisions, would relieve transfer agents of burdensome responsibilities in transferring 


securities registered in the names of fiduciary. 


The subject was actively discussed at the 


last annual meeting of the New York Stock Transfer Association. ) 


UCH relief will come to corporations 

and their transfer agents if we shall 

ever succeed in enacting in New 
York State, as they have done in eleven other 
states, the Uniform Fiduciaries Law. The 
effort has been made for more than ten years 
to secure this legislation, but without suc- 
eess. Once it passed both houses and was 
vetoed by the Governor. During the last 
two sessions it each time passed the Assem- 
bly but was killed in the Senate. A little 
of the history of these futile attempts as I 
gathered it last year while acting as chair- 
man of the Committee on State Legislation 
of the New York State Bankers Association 
and some suggestions for future activity 
growing out of that experience as chairman, 
may be of service. 


Fiduciary Transfer 

The need for the great care which is im- 
posed in connection with the transfer of se- 
curities registered in the names of fiduciaries 
lies in the responsibility which the courts ap- 
pear to have placed upon persons dealing 
with fiduciaries. There is no statutory pro- 
vision which fixes this responsibility, but the 
weight of legal authority is that where a 
corporation has notice that one of its stock- 
holders is a trustee, or such notice is im- 
putable to it, the corporation is guilty of 
actual negligence if it permits him to trans- 
fer the stock without any inquiry as _ to 
whether he has authority for such an act 
under the document creating his trusteeship. 

In a memorandum prepared by Prof. Rob- 
ert S. Stevens of the Cornell Law School, 
chairman of the New York Commission on 
Uniform State Laws, there is this comment, 
stating a fact with which persons acting in 
trust capacities are painfully familiar: ‘The 
requirement of such inquiry seriously ham- 


pers honest fiduciaries in the performance 
of their obligations, and causes delay and 
expense which is to be borne by the benefi- 
ciaries.’ On the same subject Prof. Scott> 
has said in the Harvard Law Review, “The 
effect of this doctrine, which has never pre- 
vailed in England, is to put upon the corpo- 
ration responsibility for breaches of trust. 
But it seems absurd to compel the transfer 
agent of a corporation to determine the dif- 
ferent questions which may arise as to the 
powers of a trustee. The effect is seriously 
to obstruct the administration of trusts and 
to increase the expense of administration.” 

I believe it would be safe to supplement 
the comments of these learned men of the 
law by stating that greater loss has been 
occasioned to trusts administered by honest 
fiduciaries on sales delayed by these in- 
quiries than would have resulted from the 
acts of dishonest trustees if no such inquiry 
had been necessary. While there do not ap- 
pear to have been many important New York 
cases arising out of failure to comply with 
this imputed responsibility, such decisions 
as there have been do emphasize the risk 
which corporations and their transfer agents 
are taking if they ignore the apparently nec- 
essary precautions. 


Facilitating Administration of Trusts 

Again quoting from the memorandum is- 
sued by the New York Commission on Uni- 
form Laws: “The Uniform Act, by provid- 
ing that the corporation shall not be bound 
to inquire into the conduct of the fiduciary 
and by relieving the corporation unless it has 
actual knowledge of a breach of trust, or un- 
less it acts in bad faith, facilitates the ad- 
ministration of trusts without endangering 
the interests of beneficiaries. In some cases, 
it may be desired to make the transfer of 
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securities less easy. In that event, all that 
is necessary is to give notice to the corpora- 
tion that the stock shall be transferable only 
upon proof of certain facts, or only upon an 
order of court. After receiving such notice, 
the corporation wveuld be liable if it should 
improperly register the transfer.” 

When we consider how great a burden will 
be lifted from transfer agents if this uniform 
fiduciaries provision is enacted, it would seem 
to be worth great effort by the New York 
Stock Transfer Association to secure its 
enactment at the next session. Your chair- 
man, Howard Smith, has diligently cooperat- 
ed in the past, but I would suggest a strong 
committee to assist him in working with the 
New York State Bankers Association and they 
together to enlist, if possible, the help of 
the New York State Bar Association. The 
advantage of having the active aid of a group 
of attorneys lies in the fact that in the oppo- 
sition which has prevailed in Albany, legal 
reasons have always been brought forward 
by legislators as the basis for their objection. 
In the face of the strong support which the 
measure has had from the Commission on 
Uniform Laws, these objections seem frivo- 
lous to a layman, but I would prefer—and 


2, 
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believe it to be a better policy—to grant that 
the objecting legislators are sincere, but in 
error. 
Other Provisions in Act 

The provision relating to transfer of secu- 
rities is only one of several sections in the 
act, the others relating chiefly to checks and 
other negotiable instruments. It is against 
certain provisions in these other sections 
that opposition has been directed. I do not 
believe that any objection has been made to 
the section covering transfer of securities, 
but we are so tied into the whole picture 
that I think we must stand or fall with it. 

Of course, we all realize that even with 
such relief as would be afforded by such a 
law, all our responsibilities as transfer agents 
in dealing with fiduciaries, and all our vexa- 
tions as fiduciaries in dealing with transfer 
agents, will not be at an end. To what ex- 
tent it will reduce technical requirements 
will depend upon the attitude of the attor- 
neys. Presumably, there will be plenty of 
problems left for attorneys and plenty of red 
tape entanglement for transfer officers. And 
perhaps it is just as well that there should be, 
because if transferring of securities were to 
become too simple a task, corporations might 
dispense with transfer agents. 


2, 
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The Manhattan Company Building 
40 Wall Street, New York 


Increased facilities for service 


By means of a correspondent relationship with the Bank of 
Manhattan Trust Company, banks and trust companies 
throughout the country can supplement their own facilities 
and bring to their customers the complete financial services, 
large resources and world-wide connections of The Man- 
hattan Company group of financial institutions. The ser- 
vices of each of these companies which are specialists in their 
particular fields, are available to all customers of this bank. 


Bank of Manhattan Trust Company NewYork Title & Mortgage Company 


Domestic Banking and Trust Service Guaranteed Mortgages and Certificates 


International Acceptance Bank, Inc. 
Foreign Banking 


National Mortgage Corporation 
National Title and Mortgage Service 


International Manhattan Company 
Incorporated 
Investment Securities 


BANK OF MANHATTAN TRUST COMPANY 


MAIN OFFICE: 40 WALL STREET, NEW YORK 





81 OFFICES IN GREATER NEW YORK 
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York Vaults Guard 
the Savings of Millions 


N savings banks throughout the country, York 

Vaults are safeguarding the funds and securities 
that represent the savings of millions of depositors. 
For York Vaults signify security and strength, scien- 
tifically planned and expertly built. Nothing short 
of the safety they provide is adequate for the mod- 
ern banking institution. 
Significant recognition of York preeminence is found 
in the fact that four of the outstanding savings 
banks in New York City are using York Vault 
Equipment: 


BOWERY SAVINGS BANK 
THE SEAMANS BANK FoR SAVINGS 


DOLLAR SAVINGS BANK 
EMIGRANT INDUSTRIAL SAVINGS BANK 


(NOW BUILDING) 


Vv 
YORK SAFE & LOCK CO. 


York, Pennsylvania 





Manufacturers and Builders of the World’s Greatest Vaults 


NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO | WASHINGTON PARIS 
BOSTON NEW HAVEN LOS ANGELES 
PHILADELPHIA HOUSTON PITTSBURGH 
SEATTLE CHICAGO MONTREAL 
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DIAGNOSIS OF BUSINESS SITUATION AND FORECAST 


FACTORS MAKING TOWARD STABILIZATION 
JOHN MOODY 


President, Moody’s Investors’ Service, Inc., New York 





T is a rash person who undertakes to 

make definite forecasts in the unsettled 

period in which we are now. Practically 
every forecast made by undoubted authori- 
ties during the past eighteen months has 
gone entirely wrong. Shortly after the panic 
in the Fall of 1929, it was believed that 
the depression would be shortlived and that 
a genuine recovery would take place within 
six months or, at most, a vear. Again, at 
the beginning of 1931, every authoritative 
opinion which got publicity indicated that 
the present time would see a business re- 
vival getting under way. 

The business depression has now laste: 
nearly two years, as business was undoubt- 
edly beginning to fall off in this country as 
far back as May 1929. No one recognized 
it at that time, but if we will look back we 
will see that car loadings began to fall off 
in that month and have been declining prac 
tically ever since. It is generally thought 
that a business depression in a country like 


ours should not last more than eighteen 
months or two years, and authorities are 
constantly pointing to precedents to con- 


firm this idea. 


Present Situation Is World Wide 
This depression, however, is in many re- 
spects unlike most of those which have oc- 
curred in this country during the past gen- 
eration. It 


is more wide-spread than any 
other because its effects are being felt all 
over the world. Conditions are approxi- 


mately as unsatisfactory in Europe, in Asia 
and in South America as they are in the 
United States. This fact is a much more 
serious matter for this country than it would 
have been twenty-five years ago. Nowadays 
we are a creditor nation, our international 
relations are much more important than in 
the old days, and our foreign markets have 
so developed within the last twenty years 
that the loss of them would be a far-reach- 
ing disaster to American business life. 

It seems to me, in endeavoring to diagnose 
the future, we should bear these latter im- 
portant facts in mind. We cannot hope to 





have much 
in business 


more than a nominal recovery 
until other important nations 
throughout the world begin to recover also. 
We may, of course, and probably will, pull 
out of the acute stages of the present de- 
pression before a very long period has gone 
by. But to put us back into genuinely nor- 
mal times, we must wait until at least 
Europe has turned the corner and is recover- 
ing also. 

There 
present 


are few signs on the horizon at 
indicating that the corner has been 
turned, but there are many signs which in- 
duce one to believe that conditions can 
hardly grow much worse. Commodity prices 
and costs have now been declining for nearly 
two years and the level of prices is getting 
rapidly back to the pre-war The 
typical corporation or big business is gradu- 
ally reducing its costs and general overhead 
and getting itself into a position to produce 


basis. 


goods on a lower cost basis than has pre- 
vailed for years past. Merchant shelves 


are mostly empty, and there are many sign 


that a moderate consumers’ demand is in- 
creasing. A few months more may make 
these tendencies far clearer than they are 
at the moment. 


Must Grow Up to Our Capitalization 

As far as Europe is concerned, while we 
see no improvement on the surface, reports 
are coming in which indicate a growth of 
confidence in the outlook and a general ten- 
dency toward more stability and activity. 
This seems particularly true of countries 
like Germany, where the feeling is that while 
things are very bad indeed, they un- 
likely to get any worse. 

While the hard times seem to be strung 
out at great length, yet, as a matter of fact, 
in view of the period which preceded this 
depression, its length is not abnormal. For 
seven or eight years this country was ex- 
panding its production and its plant capacity, 
investing enormous sums in construction and 
equipping itself for supplying a far greater 
demand for goods than the world under our 
present system could 


are 


possibly consume in 
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The oldest trust company 
in the Mid-South features 
a complete trust service. 


BANK °F COMMERCE 
AnD TRUST COMPANY 


MEMPHIS 
CAPITAL, SURPLUS AND UNDIVIDED PROFITS 
$ 5,000,000. 00 


normal times. At present we find our nation 
over-capitalized, over-built, and with an enor- 
mously heavy and apparently unprofitable 
investment. The only remedy for this that 
I can see is the natural but slow growth 
which has always been characteristic of 
America. In other words, we must grow up 
to our capitalization, or the capitalization 
must come down to a more normal level. 
This may require a long period as yet, but 
that the situation will ultimately work out 
there is little room for doubt. 

The reaction of this unsettled period has 
been extremely pronounced on the security 
markets, and an enormous amount of liquida- 
tion has been going on for the past year in 
both investment and speculative fields. DPer- 
haps still more liquidation is necessary be- 
fore the finances of the country reach solid 
ground. Sut as for the high grade bond 
market, a little further liquidation is likely. 
We will probably see, during the coming 
year, continued stability in this particular 
field, regardless of the trend of lower grade, 
speculative securities. 


The banks of Michigan show an increase 
in resources during the past four years from 
$1,983,031,000 to $2,175,286,000. 
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ARTHUR REYNOLDS ON THE BUSINESS. 
SITUATION 

“Disappointing as business has been and 
still is, it is not as bad as most people seem 
to think nor as the current prices of securi- 
ties would indicate,” says Arthur Reynolds 
of the Continental Illinois Bank & Trust 
Company of Chicago. “The poor earnings 
reports of many corporations and the nu- 
merous adverse actions on dividends have 
‘aused a wave of pessimism that is not 
wholly justified. And this pessimism has 
been exaggerated into positive gloom by the 
many unfounded and unjustified rumors that 
have been bandied about. 


“Nobody contends that business is good. 
Yet seasonal expansion in trade this year 
was greater than last year and, following the 
summer quietude, I believe the seasonal ex- 
pansion next autumn will be larger than 
customary. Then also, I think, security 
prices will begin to recover from unduly low 
levels in recognition of the better situation, 
just as a year ago they declined when the: 
spring upturn in trade proved to be a flash 
in the pan.” 


TAX BURDEN PROLONGS BUSINESS 
DEPRESSION 
The First National Bank of Boston, in a 
recent newspaper release, directs attention 
to the staggering increase in public expendi- 
ture and the effect of burdensome taxation 


on general business conditions. The state- 
ment reads in part: 
“Public expenditures have reached stag- 


gering totals. It is estimated that the an- 
nual cost of government of all political units 
in this country has increased from $3,000,- 
000,000 in 1913 to over $12,600,000,000 in 
1928. This represents a gain of over 300 
per cent in fifteen years as against a gain 
of 24 per cent in population and 135 per 
cent in national income during the same pe- 
riod. In other words, taxation has increased 
at a much faster rate than has the source 
from which these payments must be made. 
Not only is there a severe strain being placed 
upon current income but future income is 
also being heavily mortgaged. Total public 
debt including all political divisions is about 
$28,000,000,000 or $235 per capita as against 
$52 in 1913. 

“Public expenditures are still in the new 
era period, but national income has shrunk 
during the depression which still continues. 
To meet the growing deficits in municipal, 
state and federal budgets, either taxation 
must be increased or expenditures must be 
curtailed.” 
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KARDEX signals the 





Single Department 





Users 


E:cury percent of all bank customers use 
only one department. Match that amazing 
fact against this startling figure . . . seventy 
percent of new bank business comes from 
old customers ... and you can readily realize 
the need of a complete customer record as a 
basis from which new business may be built. 


How best to obtain and maintain this record 
has been successfully answered in banks both 
large and small by the Kardex Central Infor- 
mation File. Here is centralized every item 
of needed information for ready reference 
... your depositors, their addresses, histories, 
business connections, credit ratings, influence 
on other accounts .. . literally dozens of 
important details. 


You can spot at a glance what department 
each customer is using and how many custo- 
mers use any one department. Kardex C.I. F. 
is a service record that any official of any 
department will find invaluable . . . a prospect 
record that the New Business Department 
will wonder how they got along without. A 
Kardex Central Information File puts sales 
management and intelligent solicitation into 
banking with the ever present aid of visible 





facts. Kardex flashes its information by means 
of colored signals that cannot be overlooked. 
It is the greatest contribution to fast, accurate 
control of bank customers and the banking 
business available today. Mail the coupon 
now for a more minute description of the 


profitable advantages of a Kardex Central 
Information File. 


Many banks find it ad- 
visable to buy equipment 
only for the 20% who 
are multi - department 
users. In this case we 
supply this new and 
ingenious plan which 
provides for the great 
balance of single depart- 
ment users, at a consid- 
erable saving of money. 











Remington Rand 


BUSINESS 


SERVICE 


BUFFALO, NEW YORK 





REMINGTON RAND BUSINESS SERVICE Ine. 
Buffalo, N.Y. 


Send me detailed information of the Kardex C. I. F. 


Name 





Address 


Bank. 
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KIND DEEDS REPAID BY TESTAMENTARY 
GIFTS AND REQUESTS 

In our romantic youth one of our most 
cherished hopes was that some day a rich 
person would remember us in his will. And 
now that we are older and disillusioned, we 
still have moments of wondering why it never 
happened to us, for the practice of repay- 
ing kindnesses by legacies seem to be going 
right on. 

There was Joseph Bisagno, the San Fran- 
cisco clubman, who left $350,000 to 203 men 
and women named in his will as “friends 
who have been kind to me.” The beneficiaries 
included society women, bootblacks, hatboys, 
judges, business men, and a woman who had 
been a friend to his brother and whom he 
had never seen. 

William Conlon, seventy-five years old and 
without kin, willed his entire estate, con- 
sisting of a $38,000 bank account, to his land- 
lady in New York, in whose house he had 
lodged for fifteen years. 

Elmer Flickinger, ex-soldier of Columbi- 
ana, O., rescued a woman in a runaway acci- 
dent. Two years later she left him leases of 


mining rights near Montgomery’ worth 
$169,000. 


A young boy at Meriden, Conn., formed a 
friendship with a lonely man. The boy in- 
herited most of the $75,000 estate of his 
neighbor, the only condition being that he 
go to college. 

A street car conductor of Washington, 
D. C., inherited a legacy of $4,000 in return 
for his kindness in helping an old lady on 
and off the car. 

And then there is a long list of employees 
who have been rewarded for faithful service. 
Miss E. Essler, dying without relatives, left 
a half-million dollar estate to her chauffeur. 
Aaron Naumburg, noted fur manufacturer, 
left $300,000 to employees. J. N. Jarvis, 
“Coffee King,” left $200 for each year of 
service to all servants employed over three 
years, and much larger bequests to office 
employees, one of them being $10,000.— (From 
First Wisconsin Triangle, published by First 
Wisconsin National Bank of Milwaukee.) 


Edward L. Hillyer, vice-president and as- 
sistant trust officer of the Union Trust Com- 
pany of Washington, D. C. has been elected 
president of the Washington Stock Exchange. 

Three banks located in Davenport, Iowa 
are being merged into a $40,000,000 insti- 
tution. They are the Citizens Trust & Sav- 
ings Bank, the American Commercial & Sav- 
ings Bank and the Commercial Trust Com- 
pany. 





COMPANIES 


JUST A THOUGHT 

Is anybody happier because you passed 
his way? 

Does anyone rememter that you spoke 
to him today? 

This day is almost over, and its toiling 
time is through. 

Is there anyone to utter a kindly word 
of you? 

Did you give a friendly greeting to the 
friend who came along, 

Or a churlish sort of “howdy” and then 
vanish in the throng? 

Were you selfish, pure and simple, as 
you rushed along your way, 

Or is someone mighty grateful for a 
deed you did today? 


Can you say to night in parting with 
the day that’s slipping fast, 

That you helped a single Brother of the 
many that you passed? 

Is a single heart rejoicing over what you 
did or said? 


Does a man whose hopes were fading 
now with courage look ahead ? 
Did you waste the day or lose it, was it 

well or poorly spent? 
Did you leave a trail of kindness or a 
scar of discontent? 

As you close your eyes in slumber, do 
you think that God would say, 
You have earned one more “tomorrow” 
by the work you did today? 

—Chariot. 





RALPH C. TAYLOR ELECTED TRUST 
OFFICER OF TITLE GUARANTEE AND 
TRUST COMPANY OF NEW YORK 

At the May meeting of the board of trus- 
tees held recently, Ralph C. Taylor was 
elected trust officer for the Manhattan, 
Bronx and Richmond offices to succeed Fran- 
cis F. Thomassen, who died on April 15th. 

Since November, 1926, Mr. Taylor has been 
connected with the company as general at- 
torney and prior to that time was engaged 
in general legal practice in New York City 
as a member of the firm of Duer & Taylor. 
T. E. Pilsworth continues as trust officer in 
charge of the Long Island trust work. 


Harvey H. Bundy, a director of the State 
Street Trust Company of Boston was re- 
cently appointed by President Hoover as 
Assistant Secretary of State. He will begin 
his duties in July. 
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DECISION AS TO DISTRIBUTION OF STOCK DIVIDENDS 


AS BETWEEN 


LIFE TENANTS AND REMAINDERMEN 


EFFECT OF CHANGE ON CAPITAL STRUCTURE 





HE frequency and variance of judicial 

interpretations as to apportionment of 

stock dividends as between life ten- 
ants and remaindermen, directs attention to 
corporate fiduciaries to the advisability of 
securing early enactment of the approved 
provisions of the proposed Uniform Princi- 
pal and Income Act dealing with dividends 
and share rights, the draft of which is to 
be submitted at the approaching annual 
meeting of the Conference of Commissioners 
on Uniform State Laws. The text of this 
draft appeared in the Aprjl, 1931 issue of 
Trust COMPANIES. The legislature of Ore- 
gon has taken the lead in enacting the Uni- 
form Principal and Income Act containing 
the stock dividend provisions. 

An interesting decision in point was handed 
down May §&, 1931, by the Surrogates 
Court of York County in connection 
with proceedings in the estate of Catherine 


New 


James. In this dispute over stock dividends 
between life tenants and remaindermen, 
the court decided that its determination 


rests upon a close examination of what the 
capital structure change affected. 

In this accounting proceeding, the question 
arose as to whether a certain distribution of 
stock received by the trustee was to be re 
tained in the trust as eapital, or whether 
some of the shares are to be allocated as 
income to the life tenant. On November 30, 
1926, the trustee held in capital account 217 
shares of the Jeddo-Highland Coal Company. 
The name of the corporation has since been 
changed and a division in stock has taken 
place whereby the number of shares in- 
volved here has been increased in the ratio 
of fourteen to one. The latter change, how- 
ever, does not effect the merits of this de- 
cision. The circumstances of the stock dis- 
tribution are novel. John Markle, the domi- 
nant factor in the affairs of the corporation, 
desired to retire and to liquidate his stock 
holdings in the company. He owned the 
majority of the stock—25,100 shares out of 
50,000. 

An arrangement was made by the ¢Cor- 
poration to purchase this stock from Markle 
for approximately $8,785,000. The terms 


of sale called for all cash, with the excep- 
tion of $1,255,000 of second mortgage bonds 
of the company which were subsequently 
delivered to Markle as part of the selling 
price. The value of all the corporate assets, 
as represented by capital and surplus at 
this time, was about $6,000,000. The pro- 
posed purchase price for half of the stock 
was in excess of the value of all the stock. 
In order to justify the purchase of the 
stock it was necessary to write up the value 
of certain of the assets of the corporation. 
Thereupon the values of certain mines, 
leaseholds of coal properties and other as- 
were increased for this purpose im- 
mediately before the transaction by the sum 
of approximately $6,000,000. 

In order to meet its cash requirements for 
the purchase, the company was compelled 
to borrow on first mortgage bonds the sum 
of $4,000,000 the net proceeds of this loan 
was $3,740,000. It appears from the rather 
meagre financial statements that the book 
value of each share of stock, immediately 
after the write-up and just before the pur- 
chase by the corporation of Mr. Markle’s 
stock, may have been as low as $225 per 
share. On the most favorable figures the 
book value could not have exceeded $240 
per share. The selling price by Markle to 
the corporation was $350 per share, or at 
least $110 more than the book value of the 
stock. Immediately after the completion of 
this transaction with Markle, the company 
distributed 24,000 shares of the Markle 
stock, which had momentarily found its way 
into the treasury of the corporation, by issu- 
ing an additional share for each share for- 
merly held to each of the former minority 
stockholders. The ,company retained the 
remaining 200 shares of the Markle stock 
in its treasury. Each stockholder thus had 
two shares for each share previously held. 
A further step in this interesting financial 
manipulation was the reduction of the capi- 
tal from $5,000,000 to $1,245,000. This was 
accompanied simultaneously with the pur- 
chase of the Markle stock by reducing the 
par value of each share of stock from $110 
to $25. 
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No part of the distribution in stock re- 
ceived by the trustee is apportionable to the 
life tenant. All of the extra shares issued 
to the trustee constituted capital which must 
be retained within the trust. Markle re- 
ceived from the corporation at least $110 per 
share more than its book value at the time 
of the sale and this loss was sustained by 
the minority stockholders including the 
trustee here. In other words, Markles’ gain 
over the book value was an impairment of 
the value of the holdings of the other stock- 
holders, the total impairment in the cor- 
poration’s financial position by this pur- 
chase must be obtained by multiplying 24,- 
900 shares by $110, the loss per share, or an 
aggregate of $2,739,000. This transaction 
was nowhere explained in the account or in 
the information obtained from the corpora- 
tion or its accountants, but the necessity 
for reconciling the may perhaps be 
found in the attempted adjustment sought 
to be made by the reduction of capital from 
$5,000,000 to approximately $1,250,000, or a 
reduction of about $3,750,000. 

Whatever of legal authority may 
have been claimed by the corporation offi- 
cers to justify the transaction, it cannot be 
held here to authorize the distribution of a 
fictitious surface. as between the life tenant 


loss 


basis 





and the remaindermen. 
the authorities applicable to the distribu- 
tion of stock dividends to “look into the 
facts, circumstances, and nature of the trans- 
action and determine the nature of the divi- 
dend and the rights of the contending party 
according to justice and equity.” In this 
transaction there was no distribution of 
profits as such as none of the additional 
stock received by the trustee can be ear- 
marked as accummulated earnings or sur- 
plus distributable to the life tenant. 


We are required by 


In the present case all the equities were 
in favor of the remaindermen and the ¢api- 
tal of the trust fund should not be further 
endangered or impaired by an unjustified 
distribution. The new shares in their pres- 
ent converted form must all be retained by 
the trustee as capital. 


Canada is the third among the countries 
of the world in volume of life insurance 
in force. Figures based on life insurance in 
force at close of 1929 shows the United States 
with $103,146.000,000; the United Kingdom, 
$11,705,129,000 ; Canada, $6,608,526,000 ; 
Japan, $3,972,874,000 and Germany, $3,722,- 
000,000. 
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DISTRIBUTION OF PREMIUM BOND INTEREST BETWEEN 
LIFE TENANT AND REMAINDERMAN 


JUDICIAL DECISIONS FAVOR PRESERVATION OF TRUST FUND FOR 
REMAINDERMAN 


L. L. BRIGGS 


University of Vermont 


(Epiror’s NOTE: 


The allocation of interest on bonds purchased at a premium for 


trust account, is a matter of confusion both as to judicial decisions in point and treatment 
by trustees, although the majority of rulings favor the conclusion that bond premium is 
an advance from capital to secure higher rate of interest from which the life tenant profits 
and he should therefore bear the cost of having it deducted from the amount of the bond 
coupon. The Proposed Uniform Principal and Income Act, drafted by the Commissioners 
on Uniform State Law, provides for neither amortization of premiums nor accumula- 


tion of discounts on bonds. 
Temple Law Quarterly.) 


HE trustee who purchases bonds at a 

premium at date of issue with trust 

funds and holds them until maturity 
may be confronted with the problem of de- 
termining the distribution of the interest 
thereon between the life tenant and the re- 
mainderman of the trust estate. If the tes- 
tator or grantor of the trust has indicated in 
the will or the trust instrument his wishes 
in regard to the distribution, the trustee must 
obey... In many eases, however, the trustee 
has nothing of this nature to guide him, so 
he has the responsibility of deciding what 
share each of these parties should receive 
when the bond coupons are paid. Although 
there seems to be an almost hopeless conflict 
of opinion among jurists of the various juris- 
dictions in respect to this matter, the follow- 
ing selections from the leading cases on the 
point may be interesting as well as helpful. 


Principle Established in Engiand 
Despite the fact that English decisions ren- 
dered since 1776 have no controlling influence 
over our courts. the following dictum found 
in Meyer vs. Simonson? is worthy of note: 


“Where the subject-matter of the bequest 
is either invested in the funds or in some 
security of which the court approves, there 
conversion is not necessary, and the tenant 
for life takes the interest on the fund as it 


18, . 2 


This principle has been followed in subse- 
quent cases and seems to be as firmly estab- 
lished in England now as it was a half- 
century ago when Justice Holmes, in Hemen- 


The following article is published through courtesy of the 


way vs. 
statement: 


Hemenway,? made the following 


“The English cases go the whole length of 
deciding that, whenever a fund is held upon 
an authorized permanent investment, the ten- 
ant for life receives the entire actual in- 
come.” 


Earlier American Cases in Point 

The earliest American case in point is the 
above quoted Hemenway vs. Hemenway. 
Basing his decision upon the assumption that 
bond premium is paid for the safety of capi- 
tal, as well as a high interest rate, Justice 
Holmes held that the entire interest on the 
bonds should go to the life tenant and refused 
to lay down a rule that the trust fund is en- 
titled to any part of the coupon. Justice 
Holmes admitted that theoretically the life 
tenant was entitled to only the current rate 
of interest on the investment, but he main- 
tained that this rate changes so often that 
it was practically impossible to make the 
computation of the exact amount to which 
the life tenant would be entitled. Obviously, 
expediency was one of the factors which in- 
fluenced the court in arriving at its decision. 

In Hite’s Devisees vs, Hite’s Executor, the 
court held that where trustees purchase 
stocks or bonds at a premium, the total cost 
must be charged to the principal of the trust 
fund with no deduction from the life tenant’s 
share on account of the excess which has 


1Shaw vs. Cordis (1887), 143 Mass. 443. 
2(1852), 5 DeG. & Sm. 723. 

3(1883), 134 Mass. 446. 

4(1892), 93 Ky. 257. 
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been paid above the par value of the securi- 
ties. Chief Justice Holt said: 

“The lower court, in adjusting the conflict- 
ing rights of the parties, adopted what is 
called the ‘sinking fund’ theory; that is, it 
is held that where the trustees purchased 
stocks by way of reinvestment, at more than 
their par value, they must retain out of the 
income from them and add to the principal 
of the estate a sum equal to the excess above 
the par value; else, as was said, at the ma- 
turity of the bonds or stocks the principal 
would be lessened, as they would then only 
be worth their par value. This was er- 
ror, “ 

The court added: 

“The testator no doubt contemplated the 
matter in this light, and we think intended 
that, where an investment is made, the cost 
of it was to be charged to the principal with- 
out any deduction from the income of the 
life tenant.” 

According to Justice Fell, in Pen-Gaskell’s 
Estate:* 

“That premiums paid on investments are 
to be charged to principal and not to income 
was decided ... nearly thirty years ago and 
has since been the rule ... followed generally 
in this state. On the whole we think 
this is the better rule. It apportions more 
equitably than any other the charges which 
each interest in the estate should bear for the 
preservation of the principal, and it prevents 
the positive injustice of charging the life ten- 
ant for a loss which may never be incurred. 
As to the chances of loss or gain it places an 
investment for which a premium is paid on 
the same footing as other investments. This 
is not unjust to the remainderman whose in- 
terest is mainly served in securing the prin- 
cipal, and the cost to him is small, in a prop- 
erly administered trust... .” 


New England Trust Company vs. Eaton 

Shortly after the decision of Hemenway vs. 
Hemenway was handed down, the Supreme 
Court of Massachusetts, in the leading case 
of New England Trust Company vs. Eaton? 
decided that trustees who had_ retained 
enough of the bond interest to restore the 
premium to the trust fund had acted law- 
fully. Three of the judges dissented, among 
whom was Justice Holmes who expressed the 
opinion of the court in Hemenway vs. Hemen- 
way.’ Nevertheless, the majority reasoned as 
follows: 


5(1904), 208 Pa. 346. 

6(1886), 140 Mass. 532. 

7Supra. 

8Supra. 

Matter of Stevens (1907), 187 N. Y. 471. 
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That which is really income from a 
bond purchased at a price above par, ... is 
not the amount received in interest annually, 


but that amount deducting therefrom the 
sum necessary to restore the premium. No 
prudent man would treat as income from his 
property the whole amount received, when 
there was to be a diminution of his principal 
amounting at the end . to this premium, 
and steadily tending to this during the entire 
period. To deal with interest thus received 
as income purely, would, to the extent of the 
premium, exhaust the capital. The premium 
paid is no more than an advance from capi- 
tal, which the remainderman is entitled to 
have repaid, if he is entitled to have the 
capital intact.... Unless the premium is to 
be restored, it is not easy to see how invest- 
ments in bonds bearing a premium can in 
justice to the remainderman, be made, his 
property where a bond is kept to maturity 
being diminished solely for the benefit of the 
tenant for life.” 

Justice Devens concluded with this state- 
ment: 

“There ordinarily can be no better test of 
the true income which a sum of money will 
produce, having regard to the rights of both 
tenant for life and the remainderman, than 
the interest which can be received from a 
bond which sells above par and is payable at 
the termination of a fired time, deducting 
from such interest, as it becomes due, such 
sums as will at maturity efface the pre- 
minum 
This decision overruled Hemenway vs. Hem- 
enway® and set the law for Massachusetts 
which prevails at the present time. 


Leading New York Case 

In the leading New York case in point,’ 
Chief Justice Cullen held that: 

“. .. in the absence of a clear direction in 
the will to the contrary, where investments 
are made by the trustee, the principal must 
be maintained intact from loss by payment 
of premiums on securities having only a defi- 
nite term to run,...” 

In another place, this court said: 

“... But apart from any speculative change 

in the market value, there is from lapse of 
time an inherent, an intrinsic change in the 
value of the security itself as it approaches 
maturity. It is this, and only this, with 
which the life tenant is to be charged.” 
The court justified this distribution on the 
ground that such premiums are paid to se- 
cure an increased rate of interest and since 
the life tenant benefits thereby he should 
pay what this advantage costs. 
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Loss of Premiums Charged to Life Tenants 

In Curtis vs, Osborn,” the trustee paid 
$11,300 for bonds with a face value of $10,- 
000, having six years to run, and annually 
paid the entire interest to the life tenants. 
It was held that on maturity and payment 
of the bonds, the $1,300 loss of premium must 
be charged to the life tenants. 
Baldwin said: 


Chief Justice 


“It would have been proper for the trustee 
to have paid to the life tenants annually out 
of this $600 (interest) such sum only as 
would leave a balance which, when properly 
invested year by year, would have amounted 
to $1,300 at the maturity of the bonds. As 
he has paid them each year the entire $600, 
the $1,300 which he has now reserved from 
the income in his hands should be treated as 
part of the principal of the trust fund; thus 
attaining the same result (both of the life 
tenants being still living) as if he had made 
an annual deduction to raise the same ag- 
gregate amount for the same purpose.” 


New Jersey and Wisconsin Ruling 
Ballantine vs. Young™ is the leading New 
Jersey case on the subject under discussion. 
A testamentary trust fund to pay the income 
to a person for life with remainder over was 
invested by the trustees in bonds at a price 


above par. Vice-Chancellor Stevens held 
that a deduction should be made from the 


interest received on the bonds, such as would 
at their maturity amount to the premium, 
unless there was a clear direction in the will 
of the testator to the contrary. 

The rule followed in Wisconsin is thus ex- 
plained by Justice Siebecker in In re Allis’s 
Estate: ™ 


“|. . it is obvious that the amount ad- 
vanced out of the capital of the fund for the 
payment of premiums should be made good, 
to prevent a loss when the securities mature. 
Payment of the whole annual income to the 
beneficiaries for life would produce this loss, 
and diminish the principal, to the injury of 
the remainderman. This method of dealing 
with the fund operates most equitably be- 
tween the life tenant and remainderman, in 
that they mutually share the advantages and 
losses, We take it that the repayment 
of premiums out of the annual income of the 
securities is based on the idea that the pre- 
mium is an advancement of capital above 
the face of the obligation, which can only be 
realized and repaid out of the annual income 
or earning of the security, since the final 


10(1907), 79 Conn. 555. 
11(1908), 74 N. J. Eq. 572. 
12(1904), 123 Wis. 223. 
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payment will only pay an amount equal to 
the face of the security, and that the annual 
income is in fact a repayment of a part of 
the capital thus advanced for investment, and 
that such repayment is proportioned to the 
number of years the security runs, or the 
longest period which experience in dealing 
with securities has shown can be allowed, 
with reasonable safety, for the repayment of 
premiums, in view of the uncertainty of the 
value of securities, at remote periods. We 
deem this course in the administration of 
trust funds as just and equitable between 
the life tenant and the remainderman. It 
preserves the corpus of the estate as nearly 
as the changes in business affairs will permit, 
and it affords the best protection to the life 
tenant, by assuring him an income equal to 
the current rate of interest on the fund held 
in trust for his benefit.” 

In a later Wisconsin case,“ Chief Justice 


Winslow makes the following clear state- 
ment: 
“This court has definitely adopted the 


principle that where a trust is created in 
funds of which the income is to be paid to 
certain beneficiaries for life and the principal 
to others on the termination of the life estate, 
and the trustee invest a part of the funds 
in securities at a premium, the trustees 
should take from the annual income and add 
to the corpus such sum as will under estab- 
lished rules at the maturity of the securities 
repay to the corpus the sum paid out as pre- 
mium, and pay to the life tenant the balance 
only of the annual income. As only the face 
of the obligation will be paid at maturity, it 
is evident that the corpus of the estate will 
lose the amount paid as premium unless some 
such course be pursued. In other words, 
when securities are at a premium the annual 
interest payment represents not only the in- 
terest on the investment, but a part of the 
premium paid for the security which is nec- 
essarily a part of the principal, and cannot 
be justly paid to the life-tenant if the remain- 
demran is to receive that to which he is en- 
titled.” 


The Gartenlaub Decision 


In Estate of Gartenlaub,* which is the 
leading California case in point, Justice Len- 
non said: 


“ 


The existence of a corpus, principal, 
or fund is an essential element of the trust 
and the preservation of this principal until 
the termination of the life estate is indispen- 
sable to the fulfillment of the testator’s plans. 


Estate of Wells (1914), 156 Wis. 294. 
14(1921), 185 Cal. 648. 
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Therefore, any depletion of the principal 
tends to frustrate the fundamental purpose 
of the trust and should be avoided and where 
the price paid for a bond consists of more 
than the par value thereof, that method of 
accounting should be adopted which will pre- 
vent the impairment of the principal unless 
the testator has clearly directed to the con- 
trary. Otherwise the life tenant, who is en- 
titled to only income, will, in effect, have re- 
ceived a part of the principal. In other 
words, where a premium is paid, the osten- 
sible interest yielded by the bond cannot be 
considered entirely as interest on the face 
value of the bond, for a sum in excess of the 
face value has gone into the investment and 
the amount of interest remains unchanged, 
resulting, necessarily, in a decreased rate of 
return. A portion of the nominal interest is, 
therefore, a repayment of the premium.” 


View of the Federal Courts 

The view of the federal courts is briefly 
expressed by Cireuit Judge Mack in New 
York Life Insurance Company vs. Edwards.” 
where he says: 

“In computing the return or income from 
bonds purchased at a premium, as a matter 
of economics an allowance must be made 
from the nominal interest paid ta permit the 
amortization of the premium at maturity. In 
fact, a trustee for a life tenant and a re- 
mainderman is obligated, if he purchases 
bonds at a premium, to preserve from the 
income accruing to the life tenant sufficient 
sums to amortize the premiums paid so that 
the capital will be kept intact.” 

The preceding quotations show that our 
courts base their decisions, in respect to the 
distribution of interest on premium bonds 
between life tenant and remainderman upon 
two theories. According to the first, bond 
premium is paid for the security of capital, 
and, since the remainderman benefits there- 
by, the cost should be borne by him through 
a diminution of the trust fund. Consequently, 
the life tenant receives the entire interest on 
the bonds. The courts of Kentucky and Penn- 
sylvania follow this doctrine in their de- 
cisions. 

The second and more popular theory is, 
that bond premium is an advancement of 
capital for the purpose of securing a higher 
rate of interest than would be otherwise ob- 
tainable under the same conditions. and, 
since the life tenant profits from this he 
should bear the cost by having it deducted 
from the amount of the bond coupon. There- 
fore, it is the duty of the trustee to apportion 


15(1924), 3 Fed. (2d) 280. 
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the interest between the life tenant and re- 
mainderman in such a way that he will have 
enough on hand at the maturity of the bonds 
to equal the premium paid. This amount, 
together with the funds received from the 
redemption of the securities, will equal the 
sum which was invested in them. In addi- 
tion to the federal courts, the highest ju- 
dicial bodies of California, Connecticut, Mas- 
sachusetts, New Jersey, New York, and Wis- 
consin follow this line of reasoning. 

In the opinion of the writer, the first the- 
ory is unjust because it fails to recognize 
the right of the remainderman to have the 
trust fund maintained intact for his benefit 
and gives to the life tenant more interest 
than rightfully belongs to him. In 
words, it robs Peter to pay Paul. 
theory is fair to both parties. Under it the 
trust fund is preserved for the remainder- 
man, as it should be, and the tenant for life 
receives that to which he is entitled, the true 
income from the investment of the principal 
of the trust estate, 

x *, 
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SERIES OF INTERESTING LIFE 
INSURANCE ADS 
The first of a series of page advertisements 
appears in this issue of Trust CoMPANIES 
bearing the signature of the Connecticut Mu- 
tual Life Insurance Company of Hartford, 


other 
The second 


Conn., which should make a particular appeal 
to trust companies and banks which are in- 
terested in the development of life insurance 


trust contacts. The Connecticut Mutual de- 
serves cooperation from trust companies and 
banks through its various agents and field 
underwriters because of the genuine spirit 
which animates the entire organization in 
fostering relations with corporate fiduciaries, 
especially in educating the people to the mer- 
its of life insurance in planning estates and 
writing life insurance trusts where 
tionary authority is desirable in 
wills or trusts, 

The first advertisement of the series fea- 
tures a booklet recently issued by the Con- 
necticut Mutual Life Insurance Company en- 
titled, “First Steps in Planning Your Will.” 
The distribution of this booklet brought more 
than 22.000 inquiries in little more than a 
month’s time. It is suggested that readers of 
Trust CoMPANIES write to the Connecticut 
Mutual Life Insurance Company of Hartford, 
Conn., for copies of this valuable booklet. 
The coupon for mailing is attached to the 
advertisement and will quickly bring a copy 
of “First Steps in Planning Your Will,” 
which contains a “Memo-graph” for 
prospects. 
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CYOUR. ESTATE 


This ship represents your estate—you are its 
captain and owner. In the Port of Accumula 
thom you supervise the loading of the cargo 
before the voyage. 


En route Captain is lost over- 
board end ship blown into nese 
en harbor, the Court, 
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The Court appoints 
an administrator ae 
master to distribute 
cargo to one of sev- 
eral ports eccording 
to your heirv-at-lew. 


Zn ~ 
FH Af you have left husband or wife, no dexendants 
but surviving kindred—husband or wife takes 
43,000 and one-half remaining Real Evtate and 
)) Personal Property, balance to next of kin, 
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EE LEAVES NO WILL 


If you have left child of children, but 
no surviving husband or wife—all prop- 
erty equally divided among children. 


HE ship loading its cargo in the “Port of Accumulation,” 

portrayed on this map represents your estate. You are its 
captain and owner, the master of its destiny, piloting it while you 
live. You steer your ship away from the “reefs” of unwise 
expenditure, speculation and depletion. 

You have a «ell-charted route in mind for its disposition to 
your beneficiaries, But unless this route is plotted through the 
binding document of your Will, appointing an experienced pilot 
at the helm to succeed you, the ship of your estate may founder 
on its voyage and be blown along undesirable courses. 

The map will show what these courses are—how your cargo 
will be distributed if you do not make your Will. You can see that 
your property may fail to reach in the proper amounts those 
whose welfare is in your hands. 


eee 


It you nave lett no husband of 
wife, no children or ssue—all to 
next of bin. 


So long as there are children or descendants, they share only 
with surviving wife or husband. 

If there are no children of descendants, surviving wife or 
husband shares with next of kin in estates over $5,000. 

If there is no surviving parent, no husband or wife, no brother 
or sister, no children or their issue, next of kin take all. 

If there is no surviving husband or wife, no kindred, entire 
estate goes to the Commonwealth, 

*e. 8 6 @ 

This map shows the advisability of having an Attorney draw 
your Will naming therein a permanent Corporate. Executor, 
such as the Harris Forbes Trust Company, to carry out the 
provisions of your Will for the individual welfare of your 
beneficiaries. 





NAUTICAL MAP USED BY THE HARRIS, FORBES TRUST COMPANY OF BOSTON TO 


VISUALIZE WHAT BECOMES OF AN ESTATE UNDER MASSACHUSETTS LAWS 


INTESTACY AND WHEN NO WILL Is LEFT. 
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Branches: 
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CAPITAL, SURPLUS AND 
UNDIVIDED PROFITS 
$5,800,000 


TRUST FUNDS 
Personal and Corporate 
$176,990,000 





NAUTICAL MAP TRACES DISTRIBUTION 

OF ESTATE WHERE THERE IS NO WILL 

Volumes of publicity and countless book- 
lets have been distributed by trust com- 
panies to show in their respective states 
what becomes of an estate where no will is 
left and where property is distributed ac- 
cording to laws of intestacy. The prime pur- 
pose is to impress upon readers the advisa- 
bility of writing wills instead of letting the 
law distribute the accumulations of a life- 
time, which most often defeats the cherished 
desires of those who have neglected to put 
their house in order until too late. 

Perhaps the most ingenious contribution 
to this kind of trust literature is that which 
was recently devised by the Harris, Forbes 
Trust Company of Boston. It consists of an 
enlarged colored parchment map, which bears 
the caption “Your Estate, Who Will Chart 
Its Course,” and bringing home the lesson 
of intestacy in Massachusetts in nautical 
terms and illustration. The ship is pictured 
as the estate, the owner of which has stored 
it with precious cargo in the Port of Abun- 
dance. Then the captain is lost and the 
court becomes skipper. The various harbors 
of landing, as determined by laws of descent 
are then pictured. The tale of intestacy, as 
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thus graphically told, clinches the argument 
in favor of writing wills. 





LAWYERS MORTGAGE CO. REPORTS 
WIDE DIVERSITY OF LOANS 

Richard M. Hurd, president of the Lawyers 
Mortgage Company of New York announces 
that the company owns foreclosed real estate 
amounting to $722,000 or only sixteen one- 
hundredths of 1 per cent of the total of $428,- 
905,000 of guaranteed mortgages now out- 
standing. He stated that the company holds 
only five loans in excess of $1,000,000, the 
largest being $1,650,000. The average amount 
of each mortgage loan held by the company 
on January 1, 19381, was $16,800. For the 
Sorough of Manhattan loans averaged $64,- 


900; Bronx, $37,700: Westchester, $14,700; 
Brooklyn, $9,900; Queens, $7,100, and Nas- 
sau, $4,600. 

The will of the late Walter S. Penfield, 


internationally known lawyer of Washing- 
ton, D. C., names the Washington Loan & 
Trust Company of that city as executor and 


trustee. The personal assets of the estate 
are valued at $487,000. Seven trust funds 


are established under the will. 
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At your Service 


¢ Mr. and Mrs. Bank Client’ ° 


Down the gangplank, or off the tender . . . in Cher- 
bourg, Southampton, Havre, or Bremen, the greeting 
of the American Express representative to travelers 


is the same. . . “at your service.” 


He is ready to relieve American travelers of their 

travel problems and takes keen pleasure in doing it. 

| To see him help traveler after traveler with hotel, 

steamship, and railroad reservations, with baggage 

and other incidentals is a revelation of the magnitude 
and effectiveness of American Express Service. 


But this is only a prologue of what is to come for he 
has colleagues at frontier points, stations, and docks 
| . ce rr e 

along the highroads of travel. These men are main- 





tained by the American Express to serve those who 





carry its Travelers Cheques. They are ready to 
smooth the way—iron out the rough places—and 
make the traveler’s journeys comfortable and 
pleasure-full. 


There is no more appreciated touch than this efficient 
piece of American Express Service to the banker’s 
clients in foreign lands. And it is assured to them 
when they carry American Express Travelers 
Cheques. For, in addition to protecting their funds 
against theft or loss, and being spendable every- 
where, these Cheques are endowed with an auto- 
matic introduction to this helpful, personal Ameri- 
can Express Service which stretches around and 
across the world. This Service begins in your bank— 
the moment you sell your clients American Express 
Travelers Cheques. 


accepted the world over 
AMERICAN EXPRESS 
“Travelers cheques 


Steamship tickets, hotel reservations, itineraries, cruises 
and tours planned and booked to any part of the world by 
the American Express Travel Department 
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NEW ECONOMIC ADJUSTMENT FOLICY OF INSURANCE ADAPTED 
TO CURRENT NEEDS 


ALBERT G. BORDEN 
Second Vice-president, The Equitable Life Assurance Society of the U. S. 





Every banker and _ business executive 
knows that the manufacturing and marketing 
of a new product is a severe test for any or- 
ganization, and can appreciate the feeling 
of satisfaction which comes after the job is 
completed. But when the new product is so 
perfectly adapted to existing conditions that 
its acceptance by the purchasing public is 
instantly evidenced, there is even greater 
eause for gratification. 

With the announcement of its new Eco- 
nomic Adjustment Policy, the Equitable Life 
Assurance Society has provided an answer to 
some of the probiems which adjustments of 
the past year have created. Temporarily 
restricted buying power has produced an 
acute need for more life insurance, but in 
many cases there is less ready money with 
which to pay for it. This condition is a di- 
rect challenge to the boast of life insurance 
that it can rise to every economic situation: 
and the challenge has been squarely met. 

Careful studies of a large number of in- 
dividual cases disclosed the need for a new 
type of life insurance contract, which meant 
that the policy had to be created “from the 
ground up’ in much the same way that a 
manufacturer would begin with new raw ma- 
terial. A radically different distribution of 
premium deposits was required in order to 
provide a maximum amount of permanent 
life insurance of an investment character, 
for a minimum amount of premium outlay, 
during a time of financial stringency. The 
unique features which enable this new policy 
to meet the present economic situation also 
makes it adaptable to almost any future 
financial condition in which the purchaser 
may find himself. 

Briefly this contract provides for a low 
premium deposit for the first few years, mak- 
ing it possible for the insured to maintain a 
maximum of permanent insurance; at the 
end of the fifth year the policy is continued 
on a whole life plan, with the annual deposits 
increased accordingly. However, should the 
insured be unable to assume this adjustment, 
it may be deferred until the end of the tenth 
year, or even until age 60, Furthermore, at 
age 60 three more adjustment options are 
available, enabling the insured to fit the pol- 


icy directly to his individual need. The pol- 
icy will be written with all the features of 
a standard contract, including cash and loan 
values, disability income and double indem- 
nity in the event of death by accident. 

That this policy is meeting the need of the 
hour is evidenced by the fact that the first 
week that the policy was offered, the sales 
on this plan ran well up into the millions, 
Which is directly in line with the announce- 
ment made by Thomas I. Parkinson, presi- 
dent of the Equitable, in announcing the pol- 
icy, that “We think this is the most interest- 
ing life insurance policy ever offered the 
American public, for it clearly demonstrates 
the flexibility and responsiveness of life in- 
surance as an institution.” 


SOUTHERN BANKER JOINS CENTRAL 
HANOVER BANK AND TRUST CO. 


Randolph C. Harrison, vice-president in 
charge of the investment department of the 
State-Planters Bank & Trust Company, Rich- 
mond, Va., tendered his resignation recently 
to accept a vice-presidency with the Central- 
Hanover Bank & Trust Company of New 
York City. Mr. Harrison, who is thirty-seven 
years old, is one of Richmond’s outstanding 
younger bank executives and this affiliation 
with one of New York’s oldest and largest 
banks is a signal tribute to his ability. 

Mr. Harrison received his education at 
Woodberry Forest School, and graduated also 
from the engineering school of the University 
of Virginia. He commenced his business ¢a- 
reer with his father in the Aragon Coffee 
Company. When America entered the World 
War he enlisted, and as an officer assigned 
to the artillery division, served overseas. 
Upon his return he became associated with 
Frederick E. Nolting & Company, Investment 
Bankers, of Richmond, Va. In 1922 he en- 
tered the service of the State and City Bank 
& Trust Company (with which the Planters 
National Bank merged in 1926, forming the 
present State-Planters Bank & Trust Com- 
pany) and in 1923 was elected assistant cash- 
ier. In 1927 he was promoted to a_vice- 
presidency and for the past four years has 
been in charge of the bank’s investment de- 
partment. 
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PROTECTION AGAINST CREDITORS AND TAXES IN 
CLOSING LIVING TRUSTS 


GUARDING THE TRUSTEE AGAINST LOSS OR LITIGATION 


CHARLES I. BAKER 
Title Insurance and Trust Company, Los Angeles, Cal. 


(Epiror’s Note: The author sets forth 


servance of which will assure the trustee 








legal rules and safeguards, the strict ob- 


against encountering any losses or becoming 


involved in litigation in the closing of living trusts as regards either tangible claims 
of creditors or payment of taxes. The conclusions presented by Mr. Baker are based: 
upon a careful eramination of legal authorities. He also submits a number of sug- 
gestive clauses to insert in trust instruments for the protection of the trustee.) 


T is apparent that all the problems and 

difficulties are not over with when the 

trust is accepted by the trustee, but there 
are many possible avenues that may lead 
to losses and litigation on account of the 
trustor’s creditors, inheritance and Federal 
Estate taxes unless the trustee is ever alert, 
especially so at the time distributions are 
made under the trust. 

In order to fairly present the subject be- 
fore offering remedies and safeguards, it is 
of paramount importance to consider some 
of the legal phases that confront the trustee 
ut the inception of a valid trust and created 
with no intent to defraud creditors. 


The Rights of Creditors 

Many men, especially those engaged in 
business, set aside a part of their property 
und securities in trust, in order to protect 
their families, no matter what may happen 
to their businesses. Such trusts, if the trus- 
tor is solvent, at the inception of the trust, 
are entirely justified from the legal and 
ethical point of view. A man cannot give 
away his property, if such a gift is to pre- 
vent existing creditors from collecting the 
amounts of their Claims but if a man is 
solvent he may make a bona fide gift of any 
or all of his property, either in trust or out- 
right. If he becomes insolvent after the cre- 
ation of the trust that will not give the 
trustor’s creditors any rights in the trust 
property, provided the trust was not created 
for the purpose of defrauding, hindering and 
delaying existing creditors. 

It is the general rule, where the trustor 
has a vested and determinate interest in the 
trust. with a right of present enjoyment, 
and of alienation, such interest is subject to 
the claims of the trustor’s creditors whether 
present or future. It is also a general rule 


that if the trustor has reserved for himself 
a life estate, attaching creditors cannot reach 
the interest of the remaindermen in the trust 
property but are limited to his life interest 
for the satisfaction of their claims. How- 
ever, it would seem, a contrary rule has been 
established in California.' 

Where a conveyance is made at a time 
when the grantor was solvent, although made 
without valuable consideration, it is not, as 
a general rule, subject to attack by persons 
who extended credit to the grantor. How- 
ever, Where a conveyance is made in trust, 
by an insolvent to hinder, delay or defraud 
creditors, it is apparent such a trust is sub- 
ject to attack. The trustee in bankruptcy 
of the trustor may avoid any transfer which 
any creditor of such bankrupt might have 
avoided. and may recover the property so 
transferred, or its value from the person to 
Whom it was transferred, unless he was a 
bona fide holder for value prior to date of 
the adjudication. 


As to a beneficiary as distinguished from 
the trustor, under a spendthrift trust, all 
above the amount of income needed for the 
education and support of the beneficiary may 
be reached by creditors, and in such cases 
the spendthrift trust should be set up as a 
defense to any action. 


When the average trust is created, the 
trustee does not know the financial standing 
of the trustor nor his liabilities. Many times 
the trustor places practically all of his prop- 
erty in a living trust, and the undesirable 
property is retained, and passes into his es- 
1McColgan vs. Walter Magee, Inc., 172 Cal. 182 Ann. Cas 
1917 D, 1050, where spendthrift trusts are allowed, a property 
owner may not defeat his creditors by creating a spendthrift 
trust in his own favor. But. if he does create such a trust for 
himself and others, the other beneficiaries are protected if the 
conveyance ts not in fraud of his creditors. Benedict vs. Benedict 
104 Att. 581 (Pa.) 
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SEND your business of a finan- 
cial or fiduciary nature to the 
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trust matters. 
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tate, upon the trustor’s death. Generally 
many claims are filed in his estate, incurred 
after the living trust is created. Trusts of 
this kind are the ones where the trustee's 
liability is the greatest and which require 
special care. 

Prior to making distribution under the 
living trust there is a duty and liability on 
the trustee to determine if any creditors 
exist, and if such creditors can attack the 
trust. If the trust was not created to de- 
fraud creditors, and the trustors reserved 
no interest whatsoever in the trust, it is 
reasonably safe that distribution can be 
made. 


Where Trustor Reserves Income and Right 
to Revoke 

In those classes of trusts where the trus- 
tor reserves the income during his lifetime, 
or portion of the corpus, or the power ot 
appointment, there is justification for the 
trustee to protect itself against possible cred- 
itors. And manifestly the trustee is justified 
even in the absence of any court action in 
withholding distribution at least a reason- 
able time until the question of liability is 
determined. Where the trustor reserves the 
right to revoke, such fact does not neces- 
sarily render the trust fraudulent, and the 


creditors cannot compel the trustor to re- 
voke the trust for their benefit. 

It is uniformly held that where a trustor 
conveys property in trust for his own bene- 
fit during life with a power of appointment 
or disposition at his death, the corpus, as 
well as the income, may be subjected to the 
claims of creditors, both prior and _ subse- 
quent. Consequently, where there is a power 
of appointment in a trust, there is a_ possi- 
bility that creditors may attack it. 

How best the question of liability can be 
determined will in most instances depend 
upon the circumstances of each case. I do 
not advocate, except in the most extreme 
cases, that the trustee seek equitable or 
declaratory relief. I believe that the trustee 
should determine and decided for itself upon 
its own investigation, in light of all the 
facts. Its decision should be promptly made, 
and if there is error in the trustee’s deci- 
sion, after a thorough investigation, and any 
loss thereafter is incurred, it should be as- 
sumed willingly as one of the risks of the 
business. 

It also is true, if the trustor has any cred- 
itors, the creditors will be the first to seek 
recourse against the trust estate. Conse- 
quently, a reasonable delay before distribu- 
tion will give the creditors an opportunity 
to seek the proper court relief. If the trus 
tee’s defense is properly presented, there 
should be no loss to the trustee. In event 
the trustee has made distribution and the 
creditors thereafter seek relief, it might be 
held that the beneficiaries hold the distribu- 
tive property in trust for the creditors. 


The Procedural Steps Open to Creditors 

The creditors of the trustor would seek 
to attack the trust estate as follows: 

1. By bringing an action in Equity to 
annul, set aside and revoke the trust. Under 
this theory, the courts in all probability, 
would set aside the entire trust, the same 
as is done, where a person has made a con- 
veyance to hinder, delay and defraud credi- 
tors, particularly so, if the trust was made 
in fraud of creditors? 

2. By intervening, in an action by the 
executor of the deceased trustor, against the 
trustee to set aside the trust on the ground, 
inter alia, that the trust was created to de- 
fraud creditors. That was the theory of the 


2A case, Smedley, etc. vs. Security-First National Bank, 
et al. Case No. 208645, Superior Court of Los Angeles, is 
now pending, which is an action to annul, set aside and revoke 
a trust, wherein it is alleged, inter alia, that the decedent con- 
veyed to the trustee all the property she then possessed, and 
that the trust made no provision for payment of debts or 
obligations, and further seeks to revoke the trust and that the 
trust property be conveyed to the plaintiff as administrator 
of decedent's estate. 
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Incorporated 1860 


Home Lire INSURANCE COMPANY 


256 BROADWAY 


ETHELBERT IDE Low, Chairman of Board 
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James A. Futton, President 


The Home Life Insurance Company is pledged to a policy of genuine 
and active cooperation with corporate fiduciaries in that field of common 
service to its policy holders in which their interests are most advantage- 
ously served and protected through the creation of Insurance Trusts. 





action in the Portland Trust Company case. 

3. Or the ereditors could seek to restrain 
distribution under the trust, and seek to im- 
pound sufficient of the corpus to pay the 
creditors. The trustee, besides whatever 
other defense there was, would seek, by way 
of cross complaint, a judgment that would 
enable it to distribute the remainder of the 
corpus under the terms of the trust. While 
no authority can be given to support this 
theory, it is believed to be equitably sound. 

$. Or, the creditors could seek to subject 
the trust to the payment of the debts, by 
first having the personalty applied to the 
payment of the debts, and if need be the 
rents of the real estate, and if this will not 
satisfy the debt within a reasonable time, 
a sale of so much of the realty as may be 
necessary shall be ordered. 


The Procedural Steps Open to the Trustee 

The foregoing represents the steps that 
are open to the creditors; the defense that 
the trustee should make will depend upon 
the facts in each case. The trustee should 
first wait a reasonable length of time, and 
during that period determine the question 
as to outstanding debts of the trustor. If 
there is an apparent likelihood that the 
creditors of the trustor have claims, it would 
be necessary for the trustee to file an action 
in Equity seeking instructions and Declara- 
tory Relief and also to have the rights of 
the trustee, beneficiaries and creditors deter- 
mined, or bring an action to Quiet Title, 
against the creditors as was done in a re- 
cent California case. 

Where the creditors have taken the initia- 
tive, the trustee’s defense should seek to up- 
hold the validity of the trust, and that the 
trust was not made to defraud creditors. If 
the claims are those of subsequent creditors, 
and the trust was not made to defraud cred- 
itors, the trustee should set up the defense 


that the trust estate is not liable for such 
debts. 


Relative to Federal Estate Taxes 

In those trusts where a donee has a power 
of appointment and there is a question con- 
cerning debts, Inheritance and Federal Estate 
taxes and distribution, the trustee should 
file a suit in Equity seeking instructions as 
to the disposition of a trust estate, as was 
done in a well considered Rhode Island ease,’ 
and which held the trustee was not liable 
for payment of debts, Inheritance and Fed- 
eral Estate taxes due outside of the trust. 

The safeguards and methods to protect 
the trustee in closing living trusts, as against 
inheritance taxes and the Federal Estate 
tax, is not as difficult as in the case of ecredi- 
tors, for the trustee should report the trus- 
tor’s death to both the State and Federal 
Government, and distributions are not made 
until the proper waivers and releases are 
received. While most living trusts provide 
for the payment of taxes out of corpus, they 
seldom provide for paying the taxes on prop- 
erty outside of the trust. 

Under the Federal Estate tax, a ten year 
lien for the payment of the entire 


tax at- 
taches to every part of the 


gross estate, 
except the amount used to pay expenses, ete., 
whether the property comes into the custody 
or control of the executor, and, if the tax 
is not paid, then the trustee or beneficiary 
shall be personally liable for such tax, and 
such property, to the extent of the decedent's 


3Rhode Island Hospital Trust Co. vs. Anthony, 142 Alt. 


531, 59 A.L. R. 1501 and note, stating that the English doc- 
trine has been adopted in New Hampshire, North Carolina, 
Massachusetts, District of Columbia and Virginia and 
probably in Delaware and New Jersey. 


Note—See 59, A. L. R. p. 1513, for the various citations 
from the various states that follow the majority rule, viz., ‘‘that 
property * * * * which is subject of a general power of 
appointment, is in equity assets for the payment of the creditors 
of the donee’s estate, if his own estate is insufficient to pay 
them, where he exercised the power by deed or will, or in other 
manner prescribed by the terms of the power itself, and ap- 


pointed the property to volunteers, i. e., to others than his 
creditors.” 
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interest therein at the time of transfer, shail 
be subject to the lien. All beneficiaries may 
be required by court action to contribute to 
the person bearing more than his proportion 
of the tax. The Treasury Department will 
not make the apportionment. 

We should also bear in mind that, where 
the government has refunded a portion of 
the estate tax levied upon an estate which 
was theretofore returned upon the theory 
that in levying the tax the Commissioner 
was in error in including in the estate all 
the community property of the decedent, 
the government can maintain an action to 
recover the amount of the estate tax errone- 
ously refunded. 

Since Federal 
the trust 


States and 
lien upon 


most of the 
Governments have a 
property the trustee should not make dis- 
tribution until it has received a clearance, 
and to do so would lead to financial loss to 
the trustee. The trustee can retain its ad- 
vantage by refusing to distribute until the 
taxes are paid. 


Incorporating Protective Clauses 

The trustee long way to help 
solve the problem of protection against cred- 
itors and taxes by incorporating in the trust 
instrument certain protect the 
trustee, as follows: 

1. To pay, in whole or in part. 
corpus of the Living Trust, after 
trustor’s death, any or all claims of the 
trustor’s creditors which shall have been 
duly filed and approved in the trustor’s 
estate in probate, but only provided moneys 
in said estate shall not have been sufficient 
for payment thereof. 

While there is no provision in our laws 
for filing Claims with the trustee of a Living 


4A suggestive clause is as follows; To pay in whole or in 
part, from corpis of this trust estate, on or after the death of 
the trustor, any or all claims of crediiors of the trustor which 
shall have been duly filed and approved in the Estate (outside 
of this trust) of the trustor, but only provided moneys in said 
Estates shall not have been sufficient for payment thereof. 


ean go a 


clauses to 


the 
the 


from 


Trust, this proposed clause 
the trustee to examine the 
trustor’s estate in probate. The clause could 
be modified to suit the trustor’s needs and 
could be limited to existing or subsequent 
creditors, or both. 

2. A similar clause, to 
cluding State Inheritance 
tate taxes. This, of 
used where the trust 
taxes. 

3. The 


would require 
claims in the 


pay all taxes, in- 
and Federal es- 
should not be 
created to save 


course, 
was 


Assistance 
trustee in the 


so - called “Estates 
Clause,’ which enables the 
Living Trust to purchase securities from 
the trustor’s Executor or loan the Executor 
money upon unsecured notes, thereby giving 
to the deceased trustor’s estate cash to pay 
any indebtedness and taxes. 

The foregoing clauses will 
the trustee in those classes of 
are accepted without looking into the re- 
sources and liabilities of the Trustor. Ex- 
treme care in closing the trust, to see that the 
taxes are fully paid and that creditors have 
no tangible claims, will cause the 
trustee litigation. 


greatly assist 
trusts that 


never 


loss or 


5To make upon and—or after the death of the trustor—and 
at the risk of the trust estate and without liability for so doine— 
any investment or investments by the purchase from the Execu- 
tor or Administrator of the Estate cf the trustor of any securities 
belonging to said Estate, and—or bv loaning 
notes, either with or without 
belonging to this trust to 
said Estate. 


upon note or 
security therefor—any moneys 
the Executor or Administrator of 


@, °, *, 
“9 “° ~~ 


The Irving Trust Company of New York 
is hamed as co-executor in the will of the 
late Mrs. Marie Haines Broadwell, who was 
treasurer of the Y. W. C. A., and who di- 
rected bequests amounting to $150,000 to be 
given to charitable and religious institutions. 

There were reported for Illinois, during 
the year 1930, seventy-one new industries at- 
tributed to thirty-nine cities in the state 
outside of Chicago. The new additions to 
the industrial life of the state are estimated 
to represent a total investment of $7,637,000. 

















IMPROVEMENTS IN THE NEW YORK LAWS GOVERNING 
INHERITANCE AND ESTATES OF DECEDENTS 


LEGISLATIVE AMENDMENTS DURING 1931 SESSION 


HON. JAMES A. FOLEY 
Surrogate of New York County 


(Epiror’s Nore: The new and modernized law of decedent's estates and inheritances 
which became effective in New York on September 1, 1930, contained a number of defects 
and opportunity for further revision, as shown by exrperience. 


Surrogate Foley, who was 


chairman of the Decedent Estate Commission which drafted the new code, reviews some 


of the more important improvements made during the recent legislative session. 
changes are of interest to New York fiduciaries.) 








HE brief period which has elapsed 

since the great reforms recommended 

by the Decedent Estate Commission of 
New York and which went into legislative 
effect September 1, 1930, has not afforded 
sufficient opportunity for many of these pro- 
visions to receive judicial review. However, 
I think it may be safely said that many of 
them have already demonstrated their worth. 
The treatment of real estate and personalty 


in a similar manner as assets of an estate 
has been found most desirable. The single 
and uniform system of, the inheritance of 


real estate and personal property has been 
a great improvement in the law and has al- 
ready shown its value. The increased pro- 
tection to the surviving wife and the nearer 
relatives of decedents has met with general 
approval. Another recognized improvement 
has been the increased powers given to ex- 
ecutors, administrators and trustees over 
real estate for the purpose of expediting a 
sale, mortgage or distribution. 





Amendments Enacted During 1931 
Legislative Session 

At the session of the legislature which has 
recently closed further improvements have 
been made on the recommendation of the 
commission. They have since received the 
approval of Governor Roosevelt (Chapter 
562 of the Laws of 19381). 

By one series of amendments to the Sur- 
rogate’s Court Act the present periods for 
the ascertainment of the debts of the dece- 
dent, the payment of legacies and distribu- 
tive shares and for the commencement of a 
compulsory proceeding for an accounting 
have been shortened. Modern methods of 
transportation, business expedition and im- 
proved postal facilities have made unneces- 


These 





sary the long delays in the period of ad- 
ministration under the previous one-year 
rule. 

The statutory period of administration has 
been shortened to seven months. The period 
of six months’ publication for creditors has 
been left unchanged. But the time in which 
a compulsory accounting may be required 
has been shortened to seven months from 
the date of the issuance of letters. In small- 
er estates this shortened period of adminis- 
tration will usually be sufficient, and where 
it is not sufficient the time may be extended 
by the surrogate. In the larger estates ad- 
ministration will usually extend beyond the 
shortened period, but under the new amend- 
ments a party in interest is given an oppor- 
tunity to compel the representative to ac- 
count where no good reason may exist for 
further delay. 

sy the reduction of the period for the 
payment of a legacy from one year to seven 
months’ interest will run on the legacy from 
a date seven months after the issuance of 
letters, instead of one year under the pre- 
vious rule. The new amendments will also 
correct the inconsistency which formerly ex- 
isted between the administration of estates 
where a publication for claims is had and 
estates where no publication was made. 


Publication to Creditors 

Under the former procedure a vigilant ex- 
ecutor or administrator, especially in the 
larger estates, obtained an order for publi- 
cation to creditors almost simultaneously 
with the issuance of letters. Under those 
circumstances he could voluntarily account 
or be compelled to account fifteen days after 
the expiration of the period of publication. 
But where no order of publication was ob- 
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ANADA’S Oldest Trust 
Company completes in 1931 
fitty years of progress and 


| development. 


Our resources, our experience 


and our Dominion-wide organ- 


ization enable us to serve the 
best interests of our patrons in 
all trust capacities. 


UN ALTE, 


General Manager, 


THE TORONTO 
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CORPORATION 


Assets under Administration 
over $210,009,000 


Toronto Montreal Ottawa 
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Windsor 
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tained he could not be compelled to account 
until the expiration of one year from the 
issuance of letters. Experience has shown 
that publication does not take place in the 
smaller estates. The beneficiaries were thus 
compelled to wait almost an additional six 
months to obtain their legacies or distribu- 
tive shares. Under the former practice an 
executor or administrator hostile to one of 
the beneficiaries would take advantage of 
the longest possible period of administration 
by not advertising, and could refuse to make 
distribution. This is all now improved by the 
shortening of the period to seven months in 
which an account can be compelled. More- 
over, most estates can be settled by the end 
of six months, and it works a great hard- 
ship to beneficiaries and creditors to compel 
them, as they formerly were, to wait for a 
full year before their just claims were paid. 

A simple form of proceeding has been de- 
vised to enforce liability against surety com- 
panies or individual sureties upon the bonds 
of executors, administrators. guardians and 
trustees. The policy of concentration of juris- 
diction has again been applied. Instead of 
compelling the beneficiary to bring an ac- 
tion in another court to enforce this liability 
the Surrogate’s Court has been empowered 
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IN CANADA 


The Royal Trust Company is exceptionally 
well equipped to act in any fiduciary 
capacity for corporations or individuals 
desiring the realization or administration 
of assets in Canada. The Company main- 
tains a chain of branches from the Atlantic 
to the Pacific and has assets under ad- 
ministration exceeding $530,000,000. 


THE ROYAL TRUST CO. 


Head Office: 105 St. James Street, Montreal 
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Saint John, N.B. 

St. John’s, Nfld. 

London, England 


Calgary 
Edmonton 
Halifax 
Hamilton 


Toronto 
Vancouver 
Victoria 
Winnipeg 


in a summary proceeding to require payment 
by the sureties where there has been defalca- 
tion or other surcharge which has been fixed 
by its previous decree. 

A simple method 
law by 


has been enacted into 
the addition of new section 17-b to 
the Personal Property Law, whereby the in- 
come earned during the administration of an 
estate is made payable to the life benefi- 
ciaries of a residuary trust created under a 
will, whether it be a separate trust or a 
part or all of the residuary estate (Chap. 
706 of the Laws of 1951). An absolute owner 
of part of the residuary estate will likewise 
be benefited by the payment of this income. 
But the greatest advantage will be the sav- 
ing in time and trouble to the attorney by 
changing the former rule stated in the lead- 
ing case of Matter of Benson (96 N. Y., 499), 
which was needlessly refined, and defied not 
only the brain of the lawyer, but that of 
an expert accountant as well. 

Various other amendments have _ been 
passed this year to carry out the policy of 
the Decedent Estate Commission to simplify 
the law. The commission has been continued 
for another year for the purpose of studying 
defects in operation and recommending fur- 
ther improvements. 


















(Epiror’s NOTE: 


DEVELOPMENT OF PROFITABLE TRUST DEPARTMENTS 
IN SMALLER COMMUNITIES 


DEMONSTRATING THAT “IT CAN BE DONE” 


PAUL S. CHALFANT 
Pacific Coast Representative of The Purse Company 





Mr. Chalfant has traveled many thousands of miles throughout 


the country, visiting and observing the trends of trust department development in com- 
munities both large and small.. His first hand observations and conclusions are most 


illuminating. 


They reveal a rapidly growing demand for fiduciary service and that 


trust departments are being profitably conducted in many small cities where due at- 


tention is given to experienced management, personnel and equipment. 


in his address at the recent 


Mr. Chalfant, 


Washington-Oregon Trust Conference, fortifies his views 


with the results obtained from a questionnaire directed to banks in every part of the 
United States and showing typical reports of the successful promotion of trust depart- 


ments in smaller communities.) 


ERE I to give heed to a loud ma- 
jority of small city bankers my dis- 
cussion of the development of prof- 

trust departments in smaller cities 

in the 


itable 
would have its beginning and end 
single declaration: “It Can’t Be Done.” How- 


ever, there have been sturdy pioneers in 
trust development in smaller cities who do 
not subscribe to that negative statement and 
whose successful experiences deserve to be 
brought to the attention of those who are 
more pessimistically inclined. The verdict of 
those banks and trust companies in smaller 
cities, who have approached their problems 
with wisdom and in good faith is decidedly 
“that it can be done.” 

The information may also be helpful to 
banks and trust companies located in larger 
cities, especially in answering questions ad- 
dressed to them when called upon by so- 
ealled country correspondents who contem- 
plate the establishment of trust departments 
or wish to avail themselves of more mature 
experience in this field of activity. It can- 
not be overlooked that the older and larger 
banks and trust companies owe a measure 
of cooperation to smaller banks in their ter- 
ritory, if for no other reason than to foster 
the good name of trust service and to guard 
against mishap. 

The services which support our commer- 
cial banks today are those which the public 
has come to recognize as necessities an 
which it will voluntarily buy. People have 
yet to feel such a need for trust service that 
they will seek out the places where it can 
be had. But a good commercial banking 








reputation is a firm foundation for a good 
trust reputation. 


Active and Inactive Trust Departments 

In recent years there has been a whole- 
sale and not altogether discreet granting of 
trust powers by both national and state au- 
thorities. Among national banks there are 


1829 doing more or less trust business and 





Paut S. CHALFANT 


Pacific Coast representative of The Purse Company, of 
Chattanooga, Tenn. 
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643 with trust powers but no trust business. 
The proportion of active and inactive trust 
powers among a large number of state banks 
and trust companies would doubtless be 
about the same, if the record were available. 

There are many institutions from coast to 
coast which I have visited, who have au- 
thority to do trust business without know- 
ing what it is all about. One story which 
came to me from a life underwriter will suf- 
fice to illustrate: In 1928, his second year 
in the business, this underwriter, using the 
trust approach exclusively, paid for moze 
than $500,000 insurance with an average of 
$12,000 per policy, in a southwestern 
of 25,000 population and the five sparsely 
settled surrounding counties. It was in a 
nearby county seat of some 12,000 population 
that the Blank National Bank qualified to 
do trust business. I should not say “quali- 
fied.” It was granted trust powers. 

The underwriter immediately called on the 
bank president, saying, “I am Mr. A. from 
the Large Life Insurance Company.” 

The president replied icily, “Young man, 
we don’t want to buy any life insurance 
notes.” 


city 


“T sell insurance only to people who can 
pay for it,” countered the underwriter. 

Accepting the compliment, the 
said, “Well, I don’t want any 
myself.” 

At this point the underwriter said firmly, 
“Mr. President, if you have any 
‘don’ts’ in your system get them out 
now, for I'm sure going to tell you 
I came for.” 

With that he started unfolding the mys- 
teries of the life insurance trust, and thie 
president kept him two hours learning about 
it. There should be no argument when I! 
say that bank should not have been granted 
trust powers until it was qualified to 
them intelligently. 
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insurance 


more 
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More Rigid Standards of Qualification 

I wish to advocate the absolute revocation 
of all inactive trust powers on grounds of 
disuse, which may lead to abuse. For the 
reinstatement of such powers or the grant- 
ing of others, I would require a written ex- 
amination of the officer who is to manage 
the trust department, if he does not have 
a record of previous trust experience or 
special training satisfactory to chartering 
authorities. In addition, there should be a 
special meeting of the board of directors to 
be addressed by a representative of the char- 
tering authority, state or national, to ac- 
quaint the board with its responsibilities 
upon assuming trust powers. 


In states where the trust laws are inade- 
quate, I would require a resolution of the 
directors ordering the deposit of bonds with 
the trust department to secure the deposit 
of uninvested trust funds in the bank. This 
is essential to meet national bank competi- 
tion. Unfortunately, it cannot be done in 
states where the law permits only public 
funds to be secured. Texas was one of these 
until the present session of the legislature. 

The movement to forbid the use of the 
words ‘Trust Company” in the corporate 
title unless the institution is properly 
equipped and doing a trust business, is one 
that should have general support. Highly 
restricted standards for qualification to do 
a trust business are essential to the preser- 
vation of the good reputation of competently 
administered trust departments. 

A special construction must be placed upon 
the adjective “profitable” in its application 
to trust departments. <A banker's ability 
should be measured by the amount of his 
gross income which is left for net each year. 
Gross income is fixed largely by 
tion and law. Net out of depends 
upon management. Trust department profit 
must be judged by the net out of gross in- 
come and in relation to the capital segre- 
gated to the trust department, if any, rather 
than measuring it as a percentage of the 
total invested capital or the total income of 
the bank. 


competi 


2Toss 


How Small a City Can Support a Trust 
Department? 


A speaker at the last Financial Advertis- 
ers Association convention suggested that it 
is reasonable to that any 
nity which business 
support a bank of fair size has enough in- 
vested wealth to support a trust depart- 
ment. A county seat bank, in its trust de 
partment, may serve the whole county, or 
in the western states, a trade area including 
several counties. 

Every type of small city bank is now en- 
gaged in developing profitable trust depart- 
ments. 


assume 
enough 


commu- 


has wealth to 


A strong and popular unit bank need not 
admit any competitive handicap in trust de- 
velopment. 

Branch banks have strong facilities for 
carrying trust service to every part of the 
territory they serve. 

There seem to be two distinct types of 
group banks. Qne maintains head office con 
trol as strong as a branch system and di 
rects member banks as to how and when t9 
set up trust departments. With trust offices 


at strategic points and other member banks 
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feeding in trust business. This type oi 
group system should be most successful. The 
loosely managed groups which permit the 
local management to do as it pleases about 
building a trust department, wholly as a 
gesture of local autonomy, which in reality 
does not exist, will find progress much too 
slow. 

Neighborhood and suburban banks have 
brought to trust promotion all the force of 
intimate personal service which has at- 
tracted and held the commercial department 
clientele. Like any other unit bank, large 
or small, the suburban bank can sell ani 
deliver a trust service adequate to its 
tomers’ needs, and at a profit. 


cus 


The trust company formed jointly by the 
stockholders of two or more unit cCommer- 
cial banks in a city or county will grow and 


However, its stock 


prosper. should be pro 
tected against accumulation by one bank. 
One of the outstanding developments of a 
trust company of this type is the Macon 


County Trust Company, Mt. Clemens, Mich., 


which has on its board of directors officers 
of fifteen of the banks of the county. This 
company was organized in June, 1929, and 


at the end of 1930 had wiped out a deficit 
in its surplus account, added $2,000 
to undivided profits, and the had a 
book value of $134 a share. 

Peculiar to one section is the plan of the 
unit country bank in directing its trust busi- 
ness to its city correspondent presumably to 
protect its customers against branch bank 
solicitation. In my opinion the joker in this 
plan is that fees are split between the city 
bank and a single officer of the country bank. 
This has yet to prove itself profitable to any 
but the country bank officer, if he lives to 
collect. It would better for the city 
bank to offer its investment analysis service, 
either as piece work or on an 
tainer, and let yuntry bank do all the 
rest of the trust work: or for the city bank 
to take all the trust business protecting all 
other connections of the customer in the 
country bank, if the country bank will noi 
set up its own trust department. 
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Trust Service in Small Cities 

A quite important question is, 
pert is the service demanded of 
city trust department?” 

Some of my big city friends have criticised 
country trust officers. <All such service is 
relative. Ever since we have had_ banks, 
leading citizens have been naming the bank 
president or cashier as personal executor and 
trustee. They have expected to find in him 
some shrewd business Certainly he 
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should be able to serve better than the 
widow, an immature son or a friend inex- 
perienced in investment. But still he has 


all the frailties of human beings. He must 
die. If an given protection and 
supervision under trust laws, and a trained 
trust officer, the local bank service is supe- 
rior to any other local service. I have ob- 
served it will be made adequate to the need, 


estate is 


however much inferioy it may be in some 
details to extensive big city service. 
I have suspected that some small city 


bankers have so relished the personal profit 
in fiduciary service that they have kept their 
banks out of it. 

What is the effect of local conditions upon 
small city trust development? With a very 
few exceptions, there “ain’t no sech animal.” 
The claim that local conditions are “pecu- 
liar” is but a camouflage for provincialism. 
Success or failure in the trust field will b2 
controlled by local management, not by local 
conditions, if we admit 
to a slight degree. 

The exception always used to prove 
rule in the state of Washington which 
sents the anomalous and illogical 


their existence even 


the 
pre- 
situation 
of granting banks authority to render a great 
human service and, under another law, de- 
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nies them the right to ask the public to use 
it. No one has ever beaten a path into the 
woods to buy the world’s best mouse trap. 

Other admissible exceptions are the opera- 
tion of the Napoleonic Code in Louisiana and 
the “Business Manager’ barrier in Holly- 
wood. 

Lawyers and life underwriters should fur- 
nish two profitable sources for trust develop- 
ment in smaller cities. 


Trust Departments and Lawyers 

In nearly every state, bar associations 
have been advancing legislation to curb the 
activities of trust companies. I want to 
leave just one observation. Both sides must 
not forget that the most important consid- 
eration is the public welfare, and that the 
public usually decides such questions in its 
own best interest. 

Trust departments and lawyers exist by 
the grace and license of the commonwealth 
to render public service. The time should be 
close at hand when they will get together to 
honestly advise the public, rather than quar- 


reling to the detriment of both honorable 
professions and the confusion and disgust 


of the public. Banks can and will sell the 
lawyers’ services. 

Underwriter cooperation cannot be com- 
manded if an officer or an employee of the 
bank holds a contract to write life insur- 
ance. jankers call them “part-time under- 
writers.” Underwriters call them “part- 
time bankers.” Underwriters may be trained 
to use the trust approach rather than the 
trust officer to sell life insurance. 

Employing a Trained Trust Officer 

The small city bank intent upon the de- 
velopment of a profitable trust department 
should employ a thoroughly trained trust 
officer whose spare time, if any, can be used 
in the banking department rather than using 
a bank officer whose spare time, if any, is 
devoted to the trust department. Note I 
said “officer.” Running a trust department 
right is not a glorified bookkeeping job. The 
public will appraise a new trust department 
on its ability to serve today, not what it will 
have grown to twenty years from now. A 
competent trust officer affords a set- 
ting to attract immediate business. 

There can be no extenuating circumstances 
in the business or family conditions of a 
bank officer or director to prevent his using 
the bank’s trust services. If a bank’s offi- 
cers and directors are not willing to name 
their own institution to execute their wills 
and trusts, they should see to it that the 
trust organization is strengthened to the 
point where they will be satisfied. If this 
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test is met, the trust department will merit 
and win public confidence. 


Responses to a Questionnaire 
From responses to a questionnaire sent to 
banks in every part of the United States, I 
have selected the following typical reports 
on the successful promotion of trust depart- 
ments: 


9 = 


One is from a city of 3,500 population, a 
national bank with resources of $1,800,000. 
In three years fifty-five wills and seventeen 
trusts have been filed. The net profit was 
$400 in 1929 and $2,900 in 1930. 

In a southern city of 10,000 population 
there is a trust company twenty years old 
with more than $1,000,000 of resources and 
doing no deposit and discount business. It 
is far from being a stepchild to its .‘liated 
national bank. 

The Macomb County Trust Company is 
in a city of 15,000 population but serving 
the whole county. They have given special 
permission to report their progress during 
their first eighteen morth 


ACTIVE BUSINESS 


Clase of 1929 Close of 1930 


Hatates...... ..2.+.+e 5—$71,000.00 18—$701,149.00 
Guardianships........ . 3— 2,520.00 16— 82,012.67 
Liviing Trusts..........2— 2,450.00 4— 50,462.97 
Receiverships.......... O— None 2— 21,000.00 


10—$75,970.00 40—$854,624.64 


FUTURE BUSINESS 
Close of 1929 Close of 1930 

i eee ... e. -58—$7,478,500 151—$10,888,200 

Insurance Trusts .26— 777,942 60— 1,522,529 


84—$8,256,442 211—$12,410,729 
In a city of 25,000 population a national 


bank with resources of $8,000,000 has the 
youngest of four trust departments. It is 


three years and four months old. There are 
three full time employees. The gross income 


for the three years and four months was 
$33,200, the net $2,200. 
Getting ‘Out of the Red’’ 
This bank answers the question, ‘How 


long may it take to get out of the red?’ We 
have here the trust department assets and 
earnings of this bank for the year ending 
December 31, 1930, as compared with the 
average for all national banks for the year 
ending June 30, 1930, in cities of from 25,000 
to 50,000 population. 


Bank “‘X”’ 
(81 trusts) 


All National 
(31 trusts) 
Average volume of Individual 


trusts assets in each bank....$2,809,731.00 $986,158.00 


Average per trust............. $34,688.00 $32,014.00 
Insurance Trust Agreements 

held but not operative....... 34 8 
Volume of Insurance in these 

BUR te aivicas ancien as $2,461,022.00 $300,757.00 
Average per trust............. $72,383.00 $31,111.00 
Gross Earnings per trust de- 

RUE oc'ds oe xs cse Shs ey 5 $20,939.51 $5,687.00 
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And this reflects the vigorous selling which 
took this trust department out of the red in 
three years. 

Another convincing report comes from a 
national bank with $13,000,000 resources in 
a city of 30,000 population. This department 
is eight years old. It is the smallest city of 
my knowledge with a full time trust solici- 
tor. In 1980 he brought in 140 wills, valued 
at $5,000,000. The department earned $37,800 
gross and $7,450 net in 1929; $47,500 gross 
and $12,400 net in 1930. 


An Example of Rapid Growth 

Perhaps the most interesting information 
came from a trust company in a city of 
24,000 people, 3,000 miles from the one just 
reported above. The department is thirty 
years old. There are three active competi- 
tors in the city. In 1926 this company had 
$12,000,000 of bank ‘irees and $8,000,000 
of trust assets. In 1931 it has $14,000,000 of 
bank $21,000,000 of trust as- 
sets. In my opinion the greatest single as- 
set of its trust department is 1,275 wills 
and 588 trusts filed ior the future. 

In 1926 the vice-president in charge of the 
trust department wrote that their trust 
assets, $8,000,000 at the time, were increas- 
ing at the rate of $1,000,000 a year. His 
prediction was short by $8,000,000. I firmly 
believe this to be a “normal expectancy” 
where consistent advertising and _ selling, 
with good management of active business, 
bring in one hundred wills a year for twenty 
years in a city of this size. The population 
is principally commuters with few families 
of large wealth. 

Despite the facet that this trust company 
is located in a state operating under about 
the lowest fee schedules prevailing anywhere 
in the country, its income for the first three 
months of 1931 was $19,500. It averaged 
$45,000 gross for the preceding three years. 
It has averaged $900 a year for twenty years 
in trust advertising literature addressed to 
a 500 name list. 


“It Can Be Done’”’ 


resources and 


From a booklet published by the Bank 
Management Commission of the American 


Bankers Association I find that in the east- 
ern section of the country, trust depart- 
ments are earning 6 per cent of the total 


gross operating income of the bank as 
against only 2.3 per cent in the western 


states. There is certainly an opportunity for 
more vigorous trust development in this 
western part of the country. 

I hope the survey presented here will dem- 
onstrate that since profitable trust depart- 
ments have been developed in some small 
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cities in widely scattered parts of the United 
States, like results can be accomplished in 
other small cities, if the same vision, the 
same inspiration, the same leadership, the 
same promotion and the same management 
are applied. 

oo 


OFFICERS OF ASSOCIATION OF 
RESERVE CITY BANKERS 


O. Howard Wolfe, cashier of the Philadel- 
phia National Bank, was elected president of 
the Association of Reserve City Bankers at 
the conclusion of the recent annual meeting 
at Richmond, Va. H. Lane Young, executive 
vice-president, Citizens and Southern Na- 
tional Bank, Atlanta, was elected vice-presi- 
dent; and Clark G. Mitchell, vice-president 
of the Denver National Bank, treasurer. 
Denver was accepted as the place for the 
annual meeting in 1932. Four new directors 
were elected: Robert V. Fleming, president 
of the Riggs National Bank, Washington; 
John H. Hogan, vice-president of the Conti- 
nental Illinois Bank & Trust Company, Chi- 
cago; Harris C. Kirk, vice-president of the 
American Trust Company, San Francisco; 
and Leslie A. Thornton, vice-president of the 
Bank of Commerce and Trust Company, 
Memphis. 





O. HowarRD WOLFE 


Cashier of the Philadelphia National Bank, elected President 

of the Association of Reserve City Bankers. Mr. Wolfe 

has also been elected Vice-President of the Pennsylvania 
Bankers Association 








680 TRUST COMPANIES 





“‘, . willingness to go beyond routine 


to benefit correspondent banks.” 
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DEALING WITH ADVANCES, LOANS AND OVERDRAFTS 
AFFECTING TRUST ACCOUNTS 


A VERITABLE ‘CHEMIN DES DAMES” FOR THE TRUST DEPARTMENT 


MAURICE JAMES 
Assistant Trust Officer, the First National Trust and Savings Bank, San Diego, Cal. 





(Epiror’s Note: The subject treated herewith is one of very lively interest to trust 
officers, just at this stage of general business and financial enfeeblement, which brings 
in its train frequent importunate requests from trustors and beneficiaries of estates for 
advances and loans as well as the appearance of overdrafts. Mr. James, in his paper 
presented at the recent annual meeting of the Trust Company Section of the California 
Bankers Association, offers some timely advice as to the proper handling of such de- 
mands which often arise from the acceptance of trusts that might best have been with- 
drawn or because of faulty draftsmanship, of the trust instrument.) 


DVANCES, loans and overdrafts af- 

fecting trusts do not differ in essen- 

tial characteristics from those in the 
commercial department, though they may be 
accompanied by their own procedural and le- 
gal peculiarities. During the past eighteen 
months trust departments, for certain rea- 
sons, have been importuned as never before 
by trustors and beneficiaries for loans and 
for income payments in anticipation of their 
due dates. It is not the dollar which has 
shrunk, but it does seem to be less frequent- 
lv encountered. 

All of us, to our regret, have accepted 
trusts whose real object, not divulged to the 
trust officer at the outset, may have been 
to obtain the good offices of the trust com- 
pany to liquidate assets which defied the 
ability of the trustor, to serve as convenient 
collateral for loans, to operate a trading ac- 
ecunt, or even to hinder or defeat the claims 
of creditors, and combinations of these or 
other types of highly undesirable business. 
Acceptance, because the trustor perchance 
Was a good customer of another department 
or that the trust appeared innocuous or 
merely because acceptance was the line olf 
least resistance, has ultimately proved what 
such roads usually are, a veritable Chemin 
des Dames. 

Having once accepted the trust, however, 
the traditions of our profession forbid the 
easier path of resignation and require us to 
proceed to a solution, whatever may be the 
problem. 


Advances to Beneficiaries 
Advances, loans and _  overdrafts—these 
three nouns have no particular significance 
to an individual executor or trustee. They 


are nomenclature more peculiar to the cor- 
porate fiduciary. The trust department has 
no money of its own to loan, other than such 
amounts as may be allocated to it by the 
bank for that purpose. It is enabled to make 
advances and permit overdrafts because 
there are sufficient moneys in the aggregate 
trust balances. Nevertheless the public is 
prone to consider the modern bank in much 
the same light as any other emporium, in 
which such inter-department adjustments as 
may be necessary will have to be made to 
the end that the customer be, as he always 
is, right. The means to the end of customer 
satisfaction, though frequently involving nice 
administrative and legal problems, interests 
the beneficiary customer not at all. 

Modern business must be directed toward 
the elimination of useless motion. <A trust 
department may become so waterlogged by 
paper work and pyramiding systems that the 
cost of the service approaches or overtakes 
the commissions received, and in the process 
may render the personnel so irritable as to 
lower its efficiency. Some officers, though 
they increase their personal popularity with 
beneficiaries, habitually place additiunal bur- 
dens on the trust accountant and bookkeepers 
by remitting to beneficiaries before receipt of 
interest and dividends, or before an eastern 
check has cleared, by allowing income pay- 
ments ahead of schedule and by other major 
or minor infractions of sound policy. In the 
absence of a discretion in the trustee to 
invade principal or to shorten the period be- 
tween income payments, the terms of the 
trust are technically violated by departing 
from the dates of distribution therein fixed. 

Trust overdrafts are a result of payments 
to which the payee has no right, are made 
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at the peril of the trustee, and may be here 
dismissed with the statement that they are 
as little to be countenanced as an overdraft 
in a commercial account. One of the few 
exceptions would seem to be a temporary 
overdraft occasioned by the necessity of pay- 
ing accrued interest in the purchase of se- 
curities. 


When Advances Are Proper 

Advances, on the other hand, though un- 
desirable, may, and frequently should be, 
made in situations when it is good business 
so to do—another way of saying when the 
best interests of the trust or its beneficiaries 
are served. We all know, however, that 
once an advance is permitted there is an 
overwhelming likelihood that the recipient 
beneficiary will become an addict to the 
habit. 

It is needless to say that advances are 
proper, to avoid delay and possible market 
changes in the purchase of securities to be 
substituted for those ordered sold by the 
trust investment committee, to place funds 
in the hands of the trustor or beneficiary 
pending consideration and selection by the 
committee of the assets which most advan- 
tageously may be sold and to cover minor 
items of expense in court trusts before re- 
ceipt of cash. Uncollected fees are in the 
nature of an advance and bear a close anal- 
ogy to long overdue charge accounts of mer- 
cantile establishments which directly add to 
the cost of merchandise or service bought 
and paid for by cash customers. 


What of Proper Loans 

It is self-evident in theory that loans have 
no place in any well run trust department 
scheme of things and it is equally true that 
they are too often the unfortunate offspring 
of trusts which should not have been ac- 
cepted, though sometimes they may be laid 
at the door of a shortsighted and faulty 
draftsmanship of the trust instrument. 

What of proper loans? The probate period 
with its need for cash to meet debts, taxes. 
allowances, specific bequests and other ex- 
penses, occasionally offers to the executor 
the option of making a temporary estate 
loan, or sacrificing on the block securities 
or a business. Such a loan would normally 
meet the yardstick of those three words be. 
ginning with the letter C, upon which we 
are told credit is extended—Character, Ca- 
pacity and Capital, or even the six word 
test now being applied in most banking in- 
stitutions—Character, Capacity, Capital, and 
Collateral, Collateral, Collateral. Inciden- 
tally, the ability of the bank trustee to effect 
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loans in circumstances in which an individ- 
ual fiduciary would find it difficult, if not 
impossible may be urged as an inducement 
to bank trusteeship. 


Problems Presented by Marginal Brokerage 
Accounts 


Marginal brokerage accounts of decedents 
present a problem which the executor must 
frequently solve. In order that the account 
be not sold out, or to avoid what is sure to 
result in costly litigation and ultimate loss, 
in the event of the failure of the broker, it 
behooves the bank as personal representa- 
tive, to arrange that the loan be taken up 
at as early a date as possible. It is sub- 
mitted, however, that if the rate of interest 
charged on broker’s loans is less than the 
bank rate, to avoid any suspicion that the 
bank took over the loan for personal profit, 
the money necessary should be borrowed at 
another bank. If the interest rates are the 
same, or the bank rate is the lower, then the 
personal representative would be subjected 
to little criticism by itself taking over the 
loan, but, as a precautionary measure, it 
should fortify itself by an order of the Pro- 
bate Court, subrogating it to all of the 
rights and priorities of lien theretofore pos- 
sessed by the broker. If loans are made 
during the probate year they should, how- 
ever, be made only under exceptional cir- 
cumstances, 

The best interests of the 
safest course for the executor, usually, is 
to sell such property as may be necessary, 
but only after the same careful consideration 
of the advisability of this step, by the Trust 
Investment Committee, as is accorded to any 
other decision bearing upon the sale or re- 
tention of securities or property permanently 
in a trust account. 


estate and the 


Loans Under Living Trusts 
Loans to trustors under living trusts in 
which the right of revocation or withdrawal 
is reserved undoubtedly predominate over 
any other type of loan with which the trust 
department has to contend. There are at 
least two general courses of procedure in 
handling these loans. Assuming that the 
trust permits the trustee to borrow money 
from itself, the trustee may execute the note 
and pledge agreement itself and actually 
turn over to the loan department, such se- 
curities of the trust as may be sufficient to 
secure the loan, or it may permit the trus- 
tor to sign the note, pledging his interest 
in the trust as collateral security, the pro 
ceeds of the loan being paid by the loan de- 
partment directly into the hands of the trustor. 


Member 
Federal Reserve 
System 
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A Pennsylvania Fiduciary 


Every form of Fiduciary and Financial Service 
for Banks, Trust Companies, Corporations 
and Individuals. Ancillary Service for pro- 
bating Estates in Pennsylvania. 


A record of more than forty years 





Member 
Philadelphia 
Clearing House 


Capital, Surplus and Profits, over $19,000,000 


Intesrity Trust Company 


The second plan has several advantages 
which recommend it. The securities need 
not be removed from the trust vault, nor 
the trust, either partly or wholly, revoked; 
the paper work is decidedly simplified, and 
more important still, when the trustor him- 
self signs the obligation he is apt to take 
more seriously its nature and responsibilities. 
An instrument incorporating all of the steps 
of this transaction may be printed on one 
sheet of paper, legal cap size, containing at 
the top an ordinary collateral note and 
pledge agreement; next, an assignment of 
the beneficial interest in the trust; thirdly, 
a notice to the trust department that such 
assignment has been made and directing its 
recognition or certification by the trust de- 
partment, and lastly, a form of corporate 
certification. The note, assignment and no- 
tice are of course all signed by the trustor. 
The trust records are then flagged as in the 
case of any other trust obligation so that the 
property may not be released without satis- 
fying the loan. 


Borrowing Against Real Estate Holdings 

This same procedure may be followed when 
it is desired to borrow against interests in 
real property holding trusts. It is suggested, 
however, that in this latter case, the loan 


PHILADELPHIA 


department should be cautioned that the 
certification of the trust department is only 
a recognition of the assignment, but is in no 
fashion a guaranty or representation of the 
condition of the title or value of the prop- 
erty comprising the trust, and that the same 
precautions must be observed in the ac- 
ceptance and holding of the loan as in the 
case of any other real estate mortgage, and 
that as a matter of law in the event of de- 
fault an action would have to be instituted 
to declare the transaction a mortgage and to 
permit foreclosure. 

In either of these situations loans should 
be avoided unless all of the trustors join 
in the note and assignment, and it is highly 
to be desired that the trustor’s signed copy 
of the trust be held with the loan papers. 

It is perhaps unnecessary to remind our- 
selves, in accepting loans based upon a trust 
estate as collateral, that business morality, 
five centuries of common law, and lastly, 
Sections 2239 inclusive, of the California 
Civil Code make it imperative in all matters 
connected with trusts that the trustee act 
in the highest good faith toward the benefi- 
ciary and that no personal gain may be ha‘ 
by the trustee in dealing with the estate. 

a mS & 
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NIGHT BLOOMING CERUS 


A SOUND GROWTH 


Based on 31 Years’ Service 


TO HAWAII 


Capital, Surplus and Undivided Profits 


1898 . . 
1918 .. 


ae 


$35,641.63 
$518,234.55 


$3,600,799 .99 


HAWAIIAN TRUST COMPANY, Ltd. 


Established 1898 
HONOLULU, HAWAITI 
The Oldest Trust Company in Hawaii 





ADVANTAGES OF THE AUTOMATIC 
CONVERSION POLICY 

The Home Life Insurance Company 
New York announces a new form of policy, 
called “Automatic Conversion Policy” which 
is designed for preferred risks only and of- 
fers peculiar advantages where people have 
incurred estate shrinkage and _ permitting 
losses to be replaced through life insurance. 
It permits also of a large reduction of pre- 
mium for an initial period of one, two or 
three years, according to the needs and Gir- 
cumstances of the particular case. 

The Preferred Whole Life contract 
sued in amounts of $5,000 or more and only 
to those who are above average as respects 
physical condition, occupation and financial 
resources. The economic conditions for the 
past year and a half have, at least tempo- 
rarily, affected the income and resources of 
many in that class and this new policy has 
been devised as a means whereby an im- 
paired estate may be promptly re-established 
at a reduced cost. 
tage, therefore, to 


of 


is is- 


It is of especial advan- 


those desiring to estab- 





lish an insurance trust for their dependents 
or to protect partnership or stock interests 
through a business agreement. Those whose 
resources or incomes have been temporarily 
rendered unavailable or reduced may obtain 
at once the full of insurance at a 
very low initial which can comfortably 
he met from current income, with a 
what higher premium in later years 


the income has again become normal. 


dimount 
cost 
some- 
when 


The policy also has an especial appeal in 
the case of a business which, while on a 
sound financial basis, has present and future 
needs for insurance at a time when the pro- 
gram for the expansion and development of 
that business renders a minimum outlay for 
insurance At the end of the in- 
itial period of one, two or three years the 
full premium for the Preferred Life policy 
is charged but the application of the divi- 
dend credit prevents the increase in premium 
from being and results in the 
low net cost made possible by the selection 
of preferred risks. 


necessary. 


burdensome 





CONTROL OF TRUST DEPARTMENT INCOME 


SIMPLE METHOD OF ACCOUNTING AND AUDITING PROCEDURE 


R. C. HUELSMAN 
Comptroller, the Midland Bank, Cleveland, Chio 


(Epiror’s Note: 


Income of the trust company is derived from a variety of sources 


and the need of an effective system of control, such as described herewith, is obvious. 
The plan also affords a means of cost ascertainment and affords a ready means of de- 
termining the income-producing status of the trust department, which is often a matter 
of approximation. Another advantage of an efficient control over fees and income is the 
information provided as to the most profitable type of trust business handled and the 


application of adequate fees.) 


1 give us a better control over the in- 

come from our trust department, we 

recently developed a new method of 
accounting and auditing procedure. Our new 
record is a visible ledger. On the visible 
strip of the ledger we indicate the name of 
the trust, the trust number, and also the 
date or dates on which fees are to be billed. 
When a new trust account is opened a de- 
scription of the fees to be charged are im- 
mediately entered on the ledger sheet and 
the dates for payment of the fees are filled 
in on the visible part of the sheet. 


Monthly Statement of Fees 

Each month the bookkeeper looks over the 
dates appearing on the visible portion of the 
ledger sheet and prepares statements of fees 
to be sent to the customers. In this way 
our ledger also serves as an automatic tickler 
of income to be collected. If the fee is a flat 
fee to be collected periodically, the book- 
keeper can prepare the statement without 
any further information. If the fee is based 
on activity such as stock transfers, or if the 
fee is to be determined at certain intervals 
according to the service rendered, the book- 
keeper will first secure the necessary infor- 
mation and then prepare the statement of 
fees to the customer. 

The income ledger is posted by machine. 
When fees are billed the statement and 
ledger are prepared in one operation, the 
ledger being a carbon copy of the statement. 
When payments are received from the cus- 
tomers they are posted directly on the ledger. 
A further carbon copy of all postings for 
each day is made on a journal sheet. The 
totals of debits and credits on the daily 
journal sheet are used in setting up the 
control accounts of trust income on the 
trust department general ledger. For fees 
billed to customers we debit fees billed and 


credit fees uncollected. Consequently, as 
soon as fees are billed they immediately ap- 
pear in the trust department controls as 
receivable items. When payments are re- 
ceived we credit fees billed and debit fees 
uncollected, thereby removing these items 
from the trust department general ledger. 
On the same date that these entries are made 
the actual fees received must be credited to 
trust department income on the _ general 
ledger of the bank. 


Records Readily Checked 

This method furnishes an excellent control 
of our trust department income and provides 
a record which our auditing department can 
readily interpret and check. The clerks in 
the trust department are instructed that only 
the bookkeeper is to send statements of fees 
to customers, and the bookkeeper is in- 
structed that no statements of fees are to 
be sent out except on the regular form pro- 
vided, and that ledger, statement and journal 
must be posted in the same operation. AS a 
further precaution, the checks received in 
payment of fees are not delivered to the book- 
keeper, but to a teller who prepares the 
entry and routes the credit ticket to the 
bookkeeper. 


When the day’s transactions are completed 
the journal sheet is delivered to the audit- 
ing department: this furnishes the auditing 
department with a complete description of 


fees billed and fees collected. The auditing 
department maintains a tickler record on 
which is described all of the various fees to 
be collected. A separate sheet is made out 
for each class of fees or each item which 
is to be billed to the customer. Notations 
are made on this record when fees are billed 
and again when fees are collected. -The 
auditing department also verifies calculation 
of the amount of fees billed. Should the 
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“iezwst SERVICE EXCLUSIVELY’ 


CALIFORNIA 
TRUST COMPANY 


LOS ANGELES 
Our phenomenal growth— 
indicative of our ability to serve. 


INVESTED CapiTAL $1,800,000. 


OWNED BY 


CALIFORNIA BANK 


Which with its affiliated 


combined resources 


institutions has 


of over 


$135,000,000 


trust department fail to bill a customer, the 
auditing department will bring it to their 
attention. The auditing department period- 
ically verifies the income ledger with the 
control account and at the same time verifies 
the outstanding items with its own tickler 
record. If fees which are billed are not 
promptly collected, the auditing department 
also brings this matter to the attention of 
the proper parties. 

When a new trust is created or when there 
is a basic change in the fees to be charged to 
customers, an officer of the trust department 
notifies the bookkeeper who prepares the fee 
statements. A copy of this notice is fur 
nished to the auditing department. 


Controls Over Expenses 

Accounting control over expenses which 
are to be charged to the various trusts is 
being handled in practically the same man- 
ner. The bookkeeper uses similar ledger and 
statement forms and daily journal record. 
The auditing department also maintains a 
similar tickler record. While the auditing de- 
partment has not as effective a control over 
these expenses as it has over fees, neverthe- 
less, it is effective in many ways. Many of 
these expenses billed are periodical and 


PITTSBURGH 


FIDELITY TRUST COMPANY 


341-343 FOURTH AVE., PITTSBURGH 
ESTABLIS HED *°- 1886 


CTS in all trust capac- 

ities. Trust accounts 

managed ag¢regate more 
than $220,000,000. 


APITAL, Surplus and 

undivided profits 
more than $10,000,000. 
Handles checking ac- 
counts of corporations, 
firms and individuals. 





should appear at regular intervals, and if 
the auditing department will occasionally in- 
quire as to why this or that expense has not 
been recovered, it will have a valuable and 
psychological effect on the operating depart- 
ment. 

This entire plan fits in very well with our 
method of trust department accounting, and 
we think it furnishes an excellent safeguard 
over a firm of income that is rather difficult 
to control. At the same time, the operation 
of the method as well as the audit control 
are rather simple, are easy to interpret, and 
are accomplished with a minimum of clerical 
effort. 


ee 


The Camden Safe Deposit & Trust Com- 
pany of Camden, N. J., which was named ¢€o- 
executor and co-trustee in the will of Dr. 
Dorrance, who was head of the Campbell 
Soup Company, reports personal trusts under 
administration amounting to $166,303,000 
and corporate trusts of $10,690,000. 

“Life Insurance the Structural Steel for 
Estate Building” will be the keynote for dis- 
cussion at the 42d annual convention of the 
National Association of Life Underwriters to 
be held in Pittsburgh, September 23d to 25th, 
inclusive. 
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Recent decisions of the Federal courts fa- 
voring irrevocable trusts as tax-free trans- 
fers, have been almost as surprising to the 
general taxpayer as they have been welcome. 
These decisions cover two types of irrev- 
ocable trusts: (1) irrevocable trusts which 
reserve to the donor the income of the prop- 
erty transferred, either in whole or in part, 
and (2) irrevocable trusts which reserve to 
the donor some control over the property 
transferred. While both classes of reserva- 
tion may be included in the same trust in- 
strument, they have been passed upon sepa- 
rately by the federal courts, and will ac- 
cordingly be so considered. 


Reservation of Income 

Until April 14, 1930, a transfer in trust, 
reserving to the donor the income of the 
property in whole or in part, was held to be 
subject to estate and inheritance taxes as a 
transfer intended to take effect at the 
donor’s death not only by the federal courts, 
but by every state court where the question 
was presented, with the exception of Louisi- 
ana, Maryland and North Carolina. On that 
day, the United States Supreme Court ren- 
dered its decision in the case of May vs. 
Heiner which deliberately disregarded prece- 
dent with regard to such transfers. The dece- 
dent in this case created an irrevocable trust. 
The income of the trust was to be paid to 
her husband during his life. Upon his death, 
if the donor survived him, the income was 
to be paid to her. The remainder was to 
pass to their children upon the death of 
both parents. The court held that inasmuch 
as title had been transferred absolutely prior 
to the donor’s death, it was not a transfer 
intended to take effect at death, despite the 
reservation to herself of the surviving life 
estate, and was therefore not subject to the 
federal estate tax. 

This Supreme Court decision precipitated 
a flood of litigation in the United States 
Cireuit Court of Appeals. In the following 
cases, the principle laid down in May vs. 
Hleiner was extended to include irrevocable 
transfers in trust reserving to the donor the 
income of the property for life independent 
of any contingency : 

Commissioner vs. Northern Trust Company 

(7th Circuit, June 5, 1930). 

McCaughn vs. Carnill (8d Circuit, October, 

1930). 
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Hodgkins vs. Commissioner (7th Circuit, 

October 16, 1930). 

A contrary decision was rendered by the 
Circuit Court of Appeals in the Sth Circuit 
on November 20, 1930 in the case of Com- 
missioner vs. Morsman, and in the case of 
Commissioner vs. McCormick, decided by the 
Tth Circuit on September 20, 1930, an irrevo- 
cable trust was held to constitute a taxable 
transfer where the trust instrument provided, 
among other things, that the property trans- 
ferred was to be returned to the donor if 
she survived the beneficiaries. 

In none of the cases decided after May vs. 
Heiner were the facts similar to those there 
involved. In the Supreme Court case, the . 
donor merely reserved a life estate dependent 
upon her surviving the first life tenant. In 
the Circuit Court of Appeals cases, the donor 
reserved a definite and unconditional inter- 
est. Appeals to the Supreme Court have 
been taken in Commissioner ws. Northern 
Trust Company and Commissioner vs. Me- 
Cormick. The highest court will now deter- 
mine definitely how far, if at all, the ruling 
in May vs. Heiner can be extended. 


Reservation of Control 

In the well-known case of Reinecke vs. 
Northern Trust Company, decided by the 
United States Supreme Court in 1929, it was 
held that the creator of an irrevocable trust 
could, without subjecting the principal of the 
trust to taxation, reserve the right to re- 
voke or alter the trust with the consent of 
the beneficiaries. Following this decision, 
the District Court of the United States for 
the District of Massachusetts* has recently 
held that the reservation of the right to 
alter or amend, with the assent of the trus- 
tee, the provisions of an otherwise irrevo- 
cable trust as to the disposition of the income 
or principal after her death, does not make 
the transfer taxable. For all practical pur- 
poses, the court said, the interest in the trust 
passes as completely from the donor’s con- 
trol as if the gift were absolute. It should 
be noted, however, that the Reinecke case 
was decided under the Federal Revenue Act 
of 1921, the Erskine case under the Act of 
1926. The 1926 Act provides, as the 1921 Act 
did not, that if a donor has the right to 
change the agreement, even in conjunction 


*Erskine vs. White, October 1, 1930. 
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with any other person, the transfer is tax- the time for filing refund claims is likewise 
able. The lower court apparently gave no limited under earlier acts. 
weight to the new provision of the law. What 
the Supreme Court will do remains to be 
seen. 

It will be recalled that in the Reinecke 
case, it was also held that the following 


Effect on State Taxes 
The state courts and state taxing authori 
ties are, of course, not bound by the deci- 
sions of the federal courts interpreting the 
of federal law. It is not unlikely, however. 
that in many states the federal decisions 
favoring irrevocable trusts will be followed. 
It has been suggested that if an irrevocable 
transfer in trust with reservation of in- 
ecme to the donor, is a transfer complete 
during life and is not testamentary in char- 
acter, a death tax on such transfer would 
constitute a violation of the due process 
clause of the United State Constitution, giv- 
Refunds ing the federal courts power to review state 
Since the effective date of the Revenue decisions on the question. So far, the states 
Act of 1916 (September 9, 1916), the Federal have been watching the federal authorities 
Government has collected a tax on transfers and waiting for one another.—(From Estate 
in trust, reserving income to the donor, and Tar News, published by Fidelity Trust 
whether revocable or irrevocable. If such Company of Pittsburgh.) 
transfers should, in fact, have been tax-free —_——_— 
where they were irrevocable, many estates The North Side office of the First Wis- 
may be entitled to a refund. It should be consin National Bank of Milwaukee, which 
noted, however, that claims for refund of has been in operation since 18738, now oc- 
estate taxes imposed under the Federal Rev- cupies new and modern quarters. The officer 
enue Act of 1926 must generally be filed in charge is W. J. Klumb, assistant vice- 
within three years after payment, and that president. 


powers could be reserved by the creator 
an irrevocable trust without fear of render- 
ing the transfer taxable thereby: (1) to 
supervise the reinvestment of trust funds, 
(2) to require the trustee to execute proxies 
to his nominee, (3) to vote any shares of 
stock held by the trustee. (4) to control all 
leases executed by the trustee, and (5) to 
appoint successor trustees. 
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SOLVING A “WALL STREET MYSTERY” 

Much curiosity and a good deal of con. 
jecture has been caused in the past few 
months among both visitors and habitues of 
the financial district in lower Manhattan, as 
to the meaning of the seven giant stone heads 
which flank and project from the outer walls 
of the towering new home of the City Bank 
Farmers Trust Company building, at the 
16th floor level. There are fourteen in num- 
ber and their great size is indicated by the 
fact that they reach from the sixteenth t¢ 
the eighteenth story. Seven of them seem to 
be scowling and seven look pleasant. They 
are designated as Giants of Finance, but bear 
no resemblance to any famous financiers, liv- 
ing or dead. The man about town would evi- 
dently feel more at ease if someone speak- 
ing with authority would designate one head 
as Rothschild’s, a second as Necker’s, 
as Disraeli’s and a fourth as J. 
Morgan's. But there would be no 
in any such statement. 


a third 
Pierpont 
validity 
Perhaps some scheme for fourteen giant 
personalities lurked in the back of the archi- 
tect’s mind in the early days when the 
sketches for the elevations were in the soft 
pencil stage but the 
more specifically as 


heads were 
forms 


conceived 
Which gave an 
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HELD IN TRUST $45.000.000 
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interesting termin: ition to the lower mass of 
the building, emphasized the vertical ele- 
ment of the design and at the same time 
suggested the existence, position and size of 
the tower. <As the sketches increased in 
number and detail, definite silhouettes were 
established for front and side elevations. 
Then a model was made in the architect’s 
office in clay at 1-52 full size of two complete 
pylons and the adjoining windows. The 
handling of the heads was simplified to the 
maximum degree—the ears do not appear 
at all and the head-gear and features are 
worked out in plane surfaces. 


ENIGMATICAL STONE CARVINGS OF GIANTS OF FINANCE WHICH EMBELLISH THE OUTER WALLS OF 
THE NEW HOME OF THE CITY BANK FARMERS TRUST COMPANY OF NEW YORK 
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Legal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 
Edited by EDWARD J. REILLY 


[ LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 
OFFERED FREE OF CHARGE.] 


TRANSFERS IN CONTEMPLATION OF DEATH 
(The provision of the Revenue Act of 
1926, that gifts to one person in excess 
of $5,000 shall be deemed to be in con- 
templation of death, is unconstitutional. ) 

John W. Donnan died at Washington, Pa., 
on December 23, 1928. The plaintiffs, execu- 
tors of his estate, made a return for estate 
tax purposes on December 19, 1929, which 
showed a net taxable estate of $1,173,987.21, 
and a tax due of $62,578.98. Credit was 
claimed thereon of 80 per cent paid to the 
State of Pennsylvania in the amount of 
$50,063.10 and the balance $12,515,80, was 
paid to the United States. Upon examina- 
tion of the return, the Commissioner in- 
creased the amount of the gross estate by 
adding three certain items, which had been 
omitted by the executors in their return; 
first, a note in the amount of $5,000, dated 
October 38, 19238, representing an advance- 
ment to Sidney B. Donnan, a son of the de- 
cedent: second, a note in the amount of 
$32,500 dated September 15, 1927, represent- 
ing an advancement to Alvan E, Donnan, an- 
other son of the decedent, and third, a trust 
fund created by deed of trust, dated March 
1, 1927, whereby the decedent transferred 
assets valued by the executors at $1,700,000 
to trustees, who were to pay the life income 
therefrom to the four children of the de- 
cedent and to distribute the same. No ques- 
tion arises in the instant matter in respect 
to the propriety of the Commissioner’s in- 
crease in the value of the trust fund. 

The statement of claim asserted that the 
advancements to the sons, evidenced by notes 
aggregating $37,500 and the amount of the 
trust fund, represented complete and _ ir- 
revocable gifts to his children which were 
made during the lifetime of the decedent and 
were not made in contemplation of death. 
Consequently the inclusion of such gifts by 
the Commissioner in the gross estate of the 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


decedent for purposes of estate tax was il- 
legal. 

The present matter was held to be ruled 
by Schlesinger vs. Wisconsin, 270 U. S. 2380. 
In that case the Supreme Court had under 
consideration a state tax statute which con- 
tained a provision very similar to ‘that set 
forth in the second sentence of Section 302 
(ec), of the Act of 1926. The only point of 
difference was one of degree in that the 
Wisconsin Act of 1919 provided that every 
transfer made within six years prior to 
death, of a material part of his estate shall 
be construed to have been made by the gran- 
tor in contemplation of death, whereas the 
Act of 1926 fixes a two-year period. The 
Supreme Court decided that the conclusive 
presumption of the statute created an ar- 
bitrary classification and was in violation 
of the Fourteenth Amendment. As to the 
variation of time, it may be possible that 
the Supreme Court based its finding solely 
upon the great length of time, six years, in 
which the presumption was in effect. If so, 
the fact does not appear in the opinion, In 
argument, counsel for the defendant com- 
mented upon the fact that the Fourteenth 
Amendment is the equivalent of “due process 
of law” of the Fifth Amendment. The 
Schlesinger case was affirmed by the Supreme 
Court. 


CREDITORS’ RIGHT TO LIFE INSURANCE 
PROCEEDS 


(Crditors have no right to insurance 
proceeds payable to wife and not effect- 
ed to defraud creditors.) 


In this case a person effected insurance 
on his life in his wife’s favor with no intent 


to defraud creditors. zater he became in- 
solvent and defrauded certain persons by the 
sale to them of forged notes. After his 
death these persons attempted to recover 
their losses from the proceeds of life insur- 
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CONFIDENCE 


The sound and steady growth of this institution is the best measure of the 


high confidence in which it is held. 


Our record of service, since 1858, over an extended period ot years, is the 
firm foundation on which this confidence rests. 


EDGAR STARK, Vice-President and Trust Officer 
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ance which had been made payable to the 
insured’s wife. There was no evidence that 
this insurance had been effected in fraud of 
the creditors; in fact it had been written 
some considerable time before the injuries 
were committed. 

The statutes of Minnesota provide that 
insurance effected in favor of another is ex- 
empt from claims of the insured’s creditors 
unless the payment of premiums was a fraud 
on the creditors. Accordingly, it was held 
that the creditors of the decedent had no 
claim upon the insurance on his life payable 
to his widow.—Cook vs. Prudential Insurance 
Company. Supreme Court, Minnesota. De- 
cided February 13, 1931. 


DEVISE FOR LIFE WITHOUT LIMITATION OVER 
CONVEYS FEE 


(Where a will intends a disposition of 
an entire estate, a devise for life, without 
limitation over, conveys estate in fee.) 


Mrs. Theresa Donohue bequeathed certain 
real estate to her grandchildren, Lennon and 
sernardine, to be held by them in common 


during their natural lives, and provided 
that they enjoy the income of the property 
during their life, but not to dispose of or in- 
cumber the property, except for the purpose 
of building thereon. Should either die with- 
out issue then the property was to go to the 
survivor; but at their death, if they had issue. 
they could devise and bequeath as they 
should think advisable. Bernadine, in an ac- 
tion for specific performance of a contract 
for the sale and purchase of the property 
maintained that she and Lennon, who had 
conveyed to her his interest, took an estate 
in fee simple by the terms of the will, while 
the trust company contended that the estate 
devised amounted only to a life estate with 
a contingent remainder in such heirs of the 
testator as should be in being, at the termina- 
tion of the life estate. 


The court held that the testatrix intended 
to dispose of her estate and that an estate in 
fee was conveyed and not a mere life estate. 
—(Union Trust Company vs. Madegan. 
preme Court, Ark. Decided 
1931.) 


Su- 
February 9, 


INVALID WILL 
(Where part of will is invalid, the 
whole document must fail if the invalid 


part cannot be severed from the whole.) 


In this case a bequest of property was held 
invalid as violating the statute against re- 
straint upon alienation. The bequest, how- 
ever, was so closely tied-up with the rest of 
the will, that its severance would have done 
violence to the testamentary plan as a whole. 

When part of a will is found to be invalid 
it becomes necessary to determine whether 
or not the whole will must fail because of 
the invalidity of the part. If the invalid 
portion can be severed from the whole with- 
out affecting the parts which are valid, and 
the general plan of the testator will be pre- 
served, the invalid part will be stricken out 
and the rest will stand. 

On the other hand, if the valid 
valid parts are so intermingled or interde- 
pendent that the bad cannot be separated 
from the good, the will must fail altogether. 
Accordingly, in this case the entire will failed 
and the property was distributed under the 
intestacy laws.—Matter of Troy. California 
Appellate Court. Decided January 29, 1931. 


and in- 


Greatly increased foreign financing by the 
United States and France are necessary to 
bring about a return to normal business con- 
ditions, according to George E. Pierce, vice- 
president and head of the foreign department 
of the National Shawmut Bank of Boston, 
who recently returned to the United States 
from a two months’ tour of the bank’s Euro- 
pean connections. 
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GROUP BANKING AND FIDUCIARY SERVICES 


GAINES T. 


CARTINHOUR 


Assistant Professor, Banking and Finance, New York University 


More and more attention is being paid to 
the development of fiduciary services within 
member banks of group banking systems. 
Banks beyond the metropolitan centers are 
well aware of the fact that Americans are 
daily becoming more estate-minded.  Inso- 
far as membership in a group develops the 
trust business, it is a distinct advantage and 
one which should be regarded in other than 
a light manner. 

Group banking makes available improved 
and complete facilities for the management 
of estates and trusts and does not limit this 
service to large cities. AS a consequence it 
may be expected that fiduciary services will 
be made available to the smaller cities and 
towns to serve all needs of this nature. 
This fact was well brought out during the 
Hearings into Branch, Chain and Group 
banking during the past Congressional ses- 
sion before the Committee on Banking and 
Currency of the House of Representatives. 

It has been said in connection with the 
smaller communities that as a result of 
group banking “Verpetual and continuous 
management is assured for men and women 
who wish to provide trust company manage- 
ment for their estate.” Gilbert T. Stephen- 
son, president of the Trust Company Divi- 
sion, American Bankers Association has sug- 
gested, furthermore, that in cases where a 
community is entirely too small to warrant 
such a department in the local member bank, 
a department or regional trust office might 
be opened to serve not one but a group of 
nearby communities. 


The functions of a group management in 
connection with fiduciary services may he 


summarized as follows: (1) it establishes 
investment funds suitable to the purposes 
of a large number of conservative investors 
and endeavors to gather together an organi- 
zation of specialists capable of managing 
them; (2) it determines from time to time, 
and in view of financial and industrial con- 
ditions, what proportion of the fund under 
supervision shall be in common stocks and 
what proportion in bonds or other maturing 
obligations; (8) it analyzes any changes in 
these conditions and modifies the above pro- 
portions in accordance with such changes; 
(4) it secures diversification as a basie and 
important principle but restricts the number 
of securities held to an extent which guar- 
antees satisfactory management: (5) it 
studies current conditions in various indus- 
tries and groups of industries and deter- 
mines which upon reliable data appear to be 
the more promising; (6) it analyzes the 
management and financial structure of the 
leading companies in these industries; and 
(7) it watches for changes both in the con- 
dition of industries and of individual cor- 
porations and changes the investment in ac- 
cord with careful analysis of the latest avail- 
able information. 


WILL OF WALTER A. STRONG 

The will of the late Walter A. Strong, 
publisher of the Chicago Daily News, who 
died on May 10th, places a value of not over 
$2,500,000 on his estate and names the widow 
and Laird Bell, attorney and director of the 
Chicago Daily News, as executors. The will 
gives the members of the staff of the paper 
the first right to purchase the paper. 
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DEMAND FOR BUSINESS STATESMANSHIP AND ORGANIZED PLANNING 


Organized planning by American business 
men and government officials was urged as 
an essential for the immediate future, to 
avoid economic chaos, in a recent address by 
James A. Fulton, president of the Home Life 
Insurance Company of New York. Mr. Ful- 
ton stated that present conditions are not 
merely passing events, but are a very definite 
part of changed economic conditions and 
these require the same type of organization 
and planning by which American business 
has always met its problems. Speaking in 
Chicago before the annual meeting of the 
Illinois Association of Life Underwriters, 
Mr. Fulton said in part: 

“T am of all things not a pessimist. i 
have an abiding faith in the ability of the 
leaders in American business to continue to 
meet the new problems of our present situa- 
tion by organized effort. It would, however 
be closing our eyes to the plain truth were 
we to ignore the fact that all is not well 
with our present national situation. With 
millions of men tramping the streets look- 
ing for work—with people going without 
bread at the same time that wheat is a drug 
on the market, we must realize that we have 
a situation which again calls for business 
statesmanship and new developments in or- 
ganized effort. American life insurance has, 
to a large extent, lifted from the shoulders 
of government the burden of providing for 
the old, the disabled and the women and 
children left destitute by the premature 
death of the bread winner. It has provided 
the means by which they could do these 
things for themselves rather than be depen- 
dent upon government to do them. 

“It is perfectly obvious, however, that 
men without work and without income can- 
not long pay life insurance premiums and 
that, if the present situation continued long, 
an increasing proportion of this problem 
would be thrown back on government. We 
would have inaugurated a vicious cycle that 
would make it increasingly difficult to meet 
our changed conditions. It is a heartening 
thing to see this situation being realized and 
openly reckoned with by the great leaders 
of American finance and business. In the 
past we have seen crises come in individual 
industries which were met by organized and 
planned effort. When it was not met there 
Was chaos and depression in that industry. 


“In the future we shall undoubtedly see 


the sort of crisis we face today met by or- 
ganized and planned effort in our whole 
national economic life. In the absence of 
such planned effort we would have continued 
chaos and depression. Think of it for a 
minute. We know that government, as a 
practical matter, does not let its citizens 
starve. In the absence of some such thing 
as life insurance, government itself must 
shoulder their burden. Government does 
shoulder the burden of those who cannot 
care for themselves. Here, however, is a 
great group of people who say in effect, ‘we 
do not want to become charges on society as 
a whole. We want to provide for ourselves 
and our families. Would it not seem that 
the least that government could do would be 
to remove every obstacle from the paths of 
those who want to do for themselves? 

“Instead of clearing the track, what do we 
see? We see the Government of the United 
States, every state in the Union, and even 
many municipalities reaching their hands 
into the pocket of this self-reliant individual 
who wants to do for himself and penalizing, 
by way of taxation, his effort to prevent 
himself and his family from becoming pub- 
lic charges. Government in effect says this, 
‘spend your money—waste it—make no pro- 
vision for the future, and when the time 
comes we will step in and spend the dollars 
of the taxpayer’s money to take care of you.’ 

“T have no doubt that American leader- 
ship will meet the situation that now con- 
fronts American business. I have no doubt, 
that in the meeting of it, the institution of 
life insurance, if given a fair chance, will 
play an ever increasing part in the solution 
of our national problems. I think we may 
take no small measure of satisfaction in the 
part which American life insurance has thus 
far played in the meeting of these problems. 
which had to be met if our present plan of 
society is to continue.” 


Paul Willard Garrett, for the past six 
years financial editor of the New York Times, 
has been appointed director of public rela- 
tions of the General Motors Corporation. 

The Farmers & Mechanics Bank, the 
American National Bank and the Bank of 
Jamestown, all of Jamestown, N. Y. will 
be merged as the Bank of Jamestown with 
capital of $17,000,000 and headed by Charles 
W. Herrick. 
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It is axiomatic that public relations can- 
not be ignored in bank operation. Bank and 
trust company managements, in many in- 
stances, recognize this factor as shown by 
the establishment of public relations mana- 
gers or departments whose special function 
is to foster sound contacts. While each in- 
stitution may go far in giving special at- 
tention to matters of public relation, there 
is much more to be gained by cooperative 
effort, especially in dealing with changes of 
policy, such as reduction of interest on de- 
posits, applying charges for unremunerative 
balances and as regards unwarranted drains 
on advertising budgets and where commu- 
nity action is desirable. 

The importance that should be attached to 
public relations is clearly presented in an 
address delivered by Don Knowlton, pub- 
licity manager of the Union Trust Company 
of Cleveland, at the recent Mid-Western Re- 
gional Savings Conference held in South 
Bend, Ind. Mr. Knowlton is one of the ac- 
knowledged pastmasters in the art of bank 
publicity and public relations. He shows 
clearly in his address that public relations 
cannot be ignored in bank operation—that 
bank executives must interest themselves in 
publicity, and publicity men must interest 
themselves in operating problems—and that 
the best results with respect to public rela- 
tions, whether upon the part of any indi- 
vidual bank, or banks acting as a group, can 
be obtained only by coordinating both oper- 
ating and publicity efforts in the direction of 
the desired result. 


Mr. Knowlton submitted some constructive 
examples of the benefits of cooperation be- 
tween a group of banks with respect to any 
operating change. He says in part: 


“Just as the advertising manager consults 
with the bank executives as to the size and 
disposition of his budget, so I think it is 
important that a bank, contemplating a 
change in operating policy, should secure 
the well considered opinion of its publicity 
manager as to how he thinks the change may 
affect public opinion—and if the change is 
to be made, how it should be announced. 
Carrying this idea one step further—coop- 
eration between a group of banks, with re- 
Spect to any operating change, can best be 
secured not only by an understanding among 
the executive officers of the various banks, 
but also by an agreement, as to the public 





COMPANIES 


WHY PUBLIC RELATIONS CANNOT BE DIVORCED FROM OPERATING 
END OF THE BANK 


relations aspect, among the 
managers of the same banks. 

“IT can best make clear what I mean by 
discussing specific situations such .as a 
change in minimum balance rules with re- 
spect to checking accounts, or change in 
interest rates on savings deposits. Many of 
you have been faced with these situations, 
or may very possibly be faced with them 
in the near future. 

“With respect to the inauguration of 42 
minimum balance rule and service charge— 
or a change in minimum balance rules al- 
ready established—only too often in the past 
the executive officers of the banks involved 
have gotten together, made the change arbi- 
trarily, and then, after the change was made, 
they have then called in their publicity men 
and asked them what could be done about 
public criticism which the change had 
stirred up. Needless to say, some of these 
difficulties might have been forestalled if the 
banks’ respective publicity men had been 
called into the picture in the first place. 

“The most satisfactory procedure, it seems 
to me, would be that after the executive offi- 
cers of the banks had decided upon the de- 
tails of the minimum balance rule, each bank 
would discuss the proposition with its own 
publicity man. Then the banks’ various pub- 
licity men would get together, decide to their 
own mutual satisfaction how they felt the 
announcement of the minimum balance rule 
would be accepted by the public, and what 
their recommendations would be as to the 
methods of announcement. 

“The opinion of the publictiy men would 
then be passed back to the executive officers 
—probably a clearing house committee— 
which had the question under advisement— 
and the final result would be that both the 
operating and public relations ends of the 
organizations would be brought into complete 
alignment before the change was made. Such 
procedure is also, I believe, extremely ad- 
visable in the case of reductions in interest 
rates paid on savings deposits. This ques- 
tion is a particularly pertinent one at the 
present time. Reductions have already been 
made in New York, Cleveland, Toledo, and a 
number of other cities, and are being dis- 
cussed in other banking centers.” 


advertising 


Donald C. Hale has been elected an assist- 
ant treasurer of the Marine Midland Trust 
Company of New York. 
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REPORT ON LIBERALIZATION OF INVESTMENTS LEGAL FOR TRUST 
FUNDS IN PENNSYLVANIA 


Definite progress is noted in connection 
with the movement among trust companies 
in Pennsylvania to widen the scope of legal 
investments for trust funds in that state. 
The existing constitutional restrictions ex- 
clude the bonds and stock of any private 
corporation from the field of legal trust in- 
vestments. At the current session of the 
state legislature a resolution to secure a con- 
stitutional amendment which will authorize 
the General Assembly to prescribe from time 
to time the nature and kind of investments 
legal for trust funds, was passed a second 
time, so that the matter will come before the 
people of the State for electoral approval 
in November, 1933. 

A report at the recent annual meeting of 
the Trust Company Section of the Pennsyl- 
vania Bankers Association, submitted by 
Frank G. Sayre, Vice-president of the Penn- 
sylvania Company for Insurances on Lives 
and Granting Annuities of Philadelphia, as 
chairman of the Committee on Trust Invesf- 
ments, deseribes the situation and the rea- 
sons for broadening the latitude of legal in- 
vestments for trust companies in 
vania, reads as follows: 

“The Committee on Trust Investments, 
Trust Company Section, Pennsylvania Bank- 
ers Association, submits the following report: 

“At the last Spring meeting of the Asso- 
ciation, following the report of your Com- 
mittee upon its work during the previous 
year, which recommended a_ liberalization 
of the laws of the Commonwealth relating to 
trust instruments, your Association put itself 
on record as approving such movement for 
the liberalization of such laws and recom- 
mended the passing of the joint resolution 
which had been passed at the Legislative 
session of 1929. 

This resolution reads as follows: 

(a) “The General Assembly may, from 
time to time, by law, prescribe the nature 
and kind of investments for trust funds to 
be made by erecutors, administrators, trus- 
tees, guardians and other fiduciaries.” 

“As you realize, in order to secure a con- 
stitutional amendment, it was necessary to 
have the resolution passed by two legislat- 
and accordingly such resolu- 
tion was introduced in the present 1931 Ses- 
sion of Legislature, and your Committee is 
glad to report, was passed by both the House 
and Senate, with the result that such con- 


Pennsy!- 


ive sessions, 


stitutional amendment will therefore be sub- 
mitted to a vote of the people for their 
action in November 1935. 

In order to refresh our memory upon the 
situation, it will be remembered that Article 
III, Section 22, of the Constitution provides 
as follows: 

(b) “No act of the General Assembly shall 
authorize the investment of trust funds by 
executors, administrators, guardians or other 
trustees, in the bonds or stock of any private 
corporations, and such acts now existing are 
avoided saving investments heretofore made.” 

“The most important work now remains to 
be done and we have a period of two years 
for careful study, the sounding of opinion 
and the cooperation necessary to assure the 
approval of the amendment in November 
1935, and following such action, the recom- 
mendation to the Legislature of the changes 
desired. If the amendment is passed, auth- 
ority will then be in the Legislature to en- 
act laws relating to investments by corpor- 
ate fiduciaries, and following the approval 
of such amendment, we should be prepared 
to make definite recommendations to the 
Legislature. 


Alternative Plans Considered 

“You will remember that in the question- 
naire sent out last year, the Committee out- 
lined the New York plan, which is also ac- 
cepted in Connecticut, whereby the Banking 
Commissioner is authorized and empowered 
to issue lists of approved securities for in- 
vestment by fiduciaries at regular intervals. 
Also, the Massachusetts plan in which legis- 
lation has imposed a general law for trus- 
tees that they are to observe “how men of 
prudence, discretion and intelligence man- 
age their own affairs, not in regard to specu- 
lation, but in regard to the permanent dis- 
position of their funds, considering the prob- 
able income as well as the probable safety 
of the capital to be invested; and also, the 
Illinois plan which by law authorizes trus- 
tees to invest in bonds of the United States 
or of any of the states, or any political sub- 
division thereof, or in first mortgages upon 
real estate, “or in the first mortgage bonds 
of any corporation of any state upon which 
no default in payment of interest shall have 
occurred for a period of five years.” 

“The result of the answers received to the 
questionnaire was as follows: 
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In favor of the Illinois plan 
In favor of New York plan.. 
In favor of the Massachusetts plan.. 11 
In favor of the Pennsylvania plan.. 4 


“There were also the following suggestions 
made to the Committee for study in con- 
nection with its final recommendations: 

(1) That the Committee should summar- 
ize the decisions of the Courts relating to 
the liability of fiduciaries for loss through 
investment and report the same to the mem- 
bers of the Association. 

(2) That if the amendment is approved, 
any legislation enacted thereunder should 
specifically authorize fiduciaries to retain, 
without liability, the original investments of 
the trust. 


(3) That if the Legislature should author- 
ize investments in various classes of securi- 
ties, there be a limit fired as to the percent- 
age of the corpus of the trust which may be 
invested in any one class. 

(4) That seasoned preferred stocks be in- 
cluded. 

(5) That sound common stocks of a rating 
AAA Moody or similar, authority up to 25% 
of the trust be permitted in a trust which 
is to continue for a period of years. 

(6) That mortgage loans be limited to 
50% of the appraised value of the real estate. 

It remains therefore for us to undertake 
the study of the definite plans adopted in 
other states and see which is best adapted 
to our needs and our wishes. All sections 
of the state should be consulted. The diflfi- 
culty in obtaining sufficient satisfactory legal 
investments for trust funds is recognized, 
and we must therefore be ready with our 
remedy when the time comes. 

“It is premature now to discuss whether 
we want the New York plan or the Illinois 
plan, or any specific plan, or type of invest- 
ment opened up for the investment of legal 
trust funds. However, it is time to give 
study and consideration to the subject, and it 
is recommended that each group of the 
Pennsylvania Bankers Association be re- 
quested to appoint its own committee—first, 
to cooperate in having the constitutional 
amendment approved in 1933; and second, 
to consult with its constituent banks and 
trust companies, and present to your gen- 
eral committee its conclusions and recom- 
mendations. This will be of great assist- 
ance to your committee in determining much 
more definitely than by its questionnaire the 
sentiment of the banks throughout the state, 
and will help it in arriving at a recom- 
mendation or alternative recommendations, 
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which will be presented at a later date to 
this body.” 

The Committee reports the following 
resolution for consideration by the Associa- 
tion : 

RESOLVED, That the Trust Company Sec- 


tion of the Pennsylvania Bankers Association 
hereby reaffirms its endorsement of the 
amendment to Article III, Section 22 of the 
Constitution of Pennsylvania, proposed by 
Senator Baldwin and ratified by the General 
Assemblies of 1929 and 1931, providing for 
the liberalizing of the Constitutional provision 
with reference to trust investments. 


RESOLVED FURTHER, That the Commit- 
tee on Trust Investments be and it is hereby 
authorized and directed to formulate plans 
for the ratification of the above amendment 
at the general election of 1933, and also to 
carry the same into effect. 


SAN FRANCISCO SELECTED FOR PACIFIC 
COAST TRUST CONFERENCE 


The ninth regional trust conference for the 
Pacific Coast and Rocky Mountain states 
will be held at San Francisco, October 22 
and 23, 1931, according to announcement 
from R. M. Sims, chairman of the executive 
committee of the Trust Company Division, 
American Bankers Association, and _ vice- 
president, the American Trust Company of 
San Francisco. The states comprising the 
region of the San Francisco conference are: 
Arizona, California, Colorado, Idaho, Mon- 
tana, Nevada, New Mexico, Oregon, Utah, 
Washington and Wyoming. 


Carl W. Feninger, vice-president of the 
Provident Trust Company of Philadelphia, 
has been elected vice-president for Penn- 
sylvania of the Trust Company Division, 
American Bankers Association. 

Robert W. Harden, vice-president of the 
Westfield Trust Company has been elected 
president of the New Jersey Bankers Asso- 
ciation. 

American ships now carry 40 per cent of 
the foreign trade conducted through domestic 
ports. 

Terry B. Gordon, vice-president of the 
State Street Trust Company of Boston, Mass., 
has been elected treasurer of the Back Bay 
Association. 

David M. Sweet, vice-president of the Na- 
tional Bank of the Republic has been chosen 
president of the Chicago Chapter of the 
American Institute of Banking. 

Merger has been effected between the Mis- 
souri State Bank and the Walton Trust Co. 
of Butler, Mo. J. B. Walton is president. 
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ESSENTIALS OF SOUND BANK MANAGEMENT AND PREVENTION OF 
FAILURES 


O. HOWARD WOLFE 
Cashier, The Philadelphia National Bank 





(Eprror’s Note: Jn his report at the convention of the Pennsylvania Bankers Asso- 
ciation as chairman of the Committee on Bank Management Problems, O. Howard Wolfe, 
cashier of the Philadelphia National Bank, submitted in succinct form the dominant 
sentiment as to how to foster sound banking and to reduce bank failures, as developed 
at the various regional bank management conferences held in different parts of the coun- 


try. Mr. Wolfe said in part in his report :) 


As you read the addresses that are de- 
livered, you will be impressed, I think, with 
certain constantly recurring statements from 
bankers who have addressed these Bank 
Management Conferences, who, although 
they are from widely separated sections of 
the country and without any mutual agree- 
ment or conference between each other, have 
emphasized certain cardinal points that are 
always to be found in sound bank manage- 
ment. 

First and foremost, emphasis is placed 
on the necessity of safety to the depositor. 
Nothing can ever take the place of safety. 
How ean this best be accomplished? First, 
by keeping the bank liquid at all times, and 
under all conditions, regardless of the in- 
sistent demands of borrowers and what ap- 
pear to be the pressing needs of the com- 
munity. This means that loans must be 
diversified and carefully made. Second, 
secondary reserves must always be adequate 
in amount and constantly maintained. All 
of us accept legal or primary reserves as a 
matter of fact, and we are as careful to see 
that such legal reserve is maintained as if it 
were the most important part of banking 
routine. Not so often, however, do we find 
bankers impressed with the necessity of 
carrying an adequate secondary reserve of 
carefully chosen bonds, good commercial 
paper, or at least paper that can be re-dis- 
counted at the Federal Reserve Bank, a fair 
proportion of bankers acceptances, call loans, 
balances with city correspondents, and other 
items which go to make up this second line 
of defense. Third, an intelligent interest 
policy. Here I think more bankers fail than 
on any other one point. How seldom do we 
remind ourselves that a reduction in earn- 
ings and an increase of expenses need worry 
us but little if we had the good sense to re- 
duce the rate of interest we pay to our de- 


positors. Fourth, adequate earnings. Until 
recent years banks have been rendering all 
kinds of service to their customers, fr 1 
solely upon the expectation tuat all of vur 
expense in conducting this service should 
be met by the income upon loans and invest- 
ments. We have lately come to realize that 
roughly speaking, two thirds of our depos- 
itors cause us about four-fifths of our ex- 
pense, and these same two-thirds of our de- 
positors carry only about one-third of our 
total deposits. The result has been that 
banks have been forced to adopt a more care- 
ful analysis of accounts and the installation 
of service charges. 

We cannot control droughts, trade de- 
pressions, economic adversities, or other fac- 
tors which make for success or failure in 
banking. But we can all of us absolutely 
control the liquidity of our institutions, the 
adequacy of our secondary reserves, the in- 
terest we pay on deposits, and the rates we 
charge for services rendered not otherwise 
compensated for. If after attending a bank 
management conference, I were asked to 
explain how one could readily determine 
whether or not a bank enjoys sound and 
efficient management, I think I should be 
inclined to reply: A sound bank is one 
whose policy is controled by its own officers 
and directors, and not by its competitors, 
its depositors or borrowers. Herein lies the 
beginning of wisdom: cheerful cooperation 
with competitors in all sound practices, off- 
set by a firm refusal to meet their terms if 
such terms are destructive in their tenden- 
cies; granting to depositors the best of ser- 
vice and fair rates of interest, but only to 
the extent that their balances and general 
conditions warrant; exacting from borrow- 
ers the same sense of obligation to meet 
their loans when due as the bank feels to- 
ward depositors who expect the bank to pay 
back their deposits on demand. 
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CONDUCTING A SAVINGS ACCOUNT CAMPAIGN DURING A YEAR OF 
BUSINESS DEPRESSION 


The Central Trust Company of Illinois, in 
Chicago, concluded a successful campaign 
for savings accounts which was unique not 
only in the effective manner in which it was 
carried out but also in view of the results 
obtained in the face of business depression 
and a general tendency toward withdrawal 
of deposits. Some interesting facts regard- 
ing this campaign and particularly as re- 
gards the retention of accounts, were pre- 
sented in a paper presented at the recent 
Mid-West Regional Savings Conference at 
South Bend, Indiana, by Col. William E. 
Edens, Vice-president of the Central Trust 
Company of Illinois. 

.n a pre.minary discussion, Mr. Edens 
visited the backg.-und of development of 
savings and thrift in this country covering 
a period of century and a half and originally 
stimulated by the epigrams of Benjamin 
Franklin in the character of Poor Richard 
and which have peculiar force at the present 
day. Mr. Edens then described the manner 
in which the savings campaign was inaug- 
urated and organized by his company and 
which enlisted every officer and employee of 
the bank and its affiliates. The object was 
to secure two millions in new Savings ac- 
counts during the ten-weeks’ period from 
Nov. 1, 1930 to Jan. 15, 1981. The tangible 
results after loyal and enthusiastic team- 
work, was a total of $2,563,641 in new busi- 
ness, consisting of 7,653 new savings ac- 
counts amounting to $2,156,822: 44 certifi- 
cates of deposit amounting to $360,710: 12 
commercial accounts amounting to $36,609. 
The expense of the campaign amounted to 
$5,794, an average cost of 75 cents for each 
new account or one half of one per cent for 
each new dollar in savings. 






“The question that naturally arises during 
every campaign of this sort,” said Col Edens 
in conclusion “is whether or not the new 
business is to be of any lasting value to 
the bank. Many savings drives aided by 
special premiums have resulted in the open- 
ing of a certain number of accounts, many 
of which are closed out or are charged up to 
the cost of the premium. In this campaign, 
however, the behavior of the new accounts 
to April 30, 1931, 3% months after the ter- 
mination of the drive, is very encouraging. 
Of the 7653 new accounts, 880 or 11% per 
cent, have been closed. The initial deposits 
of these accounts was $312,000 or 14% per 
cent of the total value of the new savings 


deposits. This is largely offset by a gain of 
$270,000 in the campaign accounts still on 
the books, making the net shrinkage $42,000 
or two per cent of the total. When this 
record is viewed in the light of present busi- 
ness conditions, it can well be said that this 
savings campaign during a year of depres- 
sion has surely been productive.” 


PENNSYLVANIA CLAIMS INHERITANCE 
TAX ON DORRANCE ESTATE 


Pennsylvania revenue authorities have 
filed claim for inheritance taxes on the $114,- 
000,000 estate of the late Dr. John T. Dor- 
rance on the ground that he was actually a 
resident of the state of Pennsylvania instead 
of New Jersey where the will was filed and 
probated. Pennsylvania asks for an inher- 
itance tax of $31,465,000 based upon an ap- 
praisal of the estate as valued at $200,000,- 
000 which was admittedly an estimate be- 
fore inventory was filed with the Surrogate 
of Burlington County, New Jersey. At the 
time of the filing of the inventory it was 
announced that taxes payable would be 
about $21,500,000 of which $12,000,000 would 
go to New Jersey and $9,500,000 claimed for 
estate taxes by the Federal Government. 


The newly organized Caddo Trust & Sav- 
ings Bank has been opened for business in 
Shreveport, La. 

The Fidelity Union Trust Company of 
Newark, N. J. has issued a booklet entitled 
“Can Women Learn to Manage Money?” 

The Merchants Trust Company and the 
People’s Bank & Trust Company of Water- 
bury, Conn., are being merged under the title 
of the former, with combined capital funds 
of $1,500,000. 

Raymond J. Darby, formerly trust officer 
of the Union Trust Company of Chicago, II1., 
has been elected trust officer of the State 
Bank & Trust Company at Evanston, Ill. 

Louis Sagal has been elected president of 
the Congress Bank & Trust Company of New 
Haven, Conn., succeeding Harry V. Whipple 
resigned. 

A set of rules has been announced by the 
New York Stock Exchange which defines the 
standards required of investment trusts with 
which members may become associated, 
either in sponsorship or distribution. The 
rules are regarded as constructive and apply 
particularly to fixed investment trusts. 
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MAIN OFFICE AND BRANCH OFFICES OF THE BANK OF CALIFORNIA, N. A., OF SAN FRAN- 

cisco. (Top, left to right: Mission District Branch, San Francisco; Portland, Oregon, 

Branch. Center: Head Office, San Francisco. Bottom, left to right: Tacoma, Wash- 
ington, Branch; Seattle, Washington, Branch.) 
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PACIFIC COASTWIDE SERVICE BY THE BANK OF CALIFORNIA, 
NATIONAL ASSOCIATION 


While interstate and “area” branch bank- 
ing powers are being debated by Congres- 
sional committees and at bankers’ conven- 
tions, there is at least one bank which has 
enjoyed such privilege for more than a quar- 
ter of a century. The Bank of California, 
National Association, with main office in 
San Francisco, has the unique distinction 
of maintaining branch offices in Portland, 
Ore., Tacoma, Wash., and Seattle, Wash. 
Although these branches are separate entities 
so far as local policies are concerned, they 
constitute part of the Bank of California 
organization under one management and hav- 
ing the protection of the entire capital funds 
of the association. 

The Bank of California, N. <A., which 
traces its interesting and progressive career 
back to the western pioneer days of 1864, 
inherited these branches in the Pacific North- 
west in 1905 from the old London and San 
Francisco Bank, Limited. The first of these 
branches, established in Portland, Ore., in 
1SS3, was designed to provide the Pacific 
Northwest with banking facilities which 
were at that time sadly lacking. Six years 
later another branch was established by the 
London and San Francisco Bank at Tacoma 
and in 1901 the Seattle branch was au- 
thorized. When the Bank of California suc- 
ceeded to these branches and became a na- 
tional bank in 1910, the authority was given 
to continue the branches in view of the use- 
ful role they played in the substantial up- 
building of the Pacific Northwest. 

The Bank of California, N. A., which today 
commands banking resources of approximate- 
ly $125,000,000 and administers a large vol- 
ume of trust assets, has occupied a foremost 
position in Pacific Coast banking develop- 
ment for over three-quarters of a century. 
Its history really begins with the organiza- 
tion of the famous old banking firm of Gar- 
rison, Morgan, Fretz and Ralston in the fall 
of 1855. The “gold rush” was still going 
strong and the yellowed minutes preserved 
by the Bank of California afford evidence of 
those California days of adventure and ro- 
mance. It called for courage to conduct 
banking when shipments of gold, remittances 
and exchange had to be protected against 
highwaymen and desperadoes. The private 
banking firm from which the Bank of Cali- 
fornia was to evolve, started with capital 


of $700,000 of which $200,000 was kept in 
New York and the remaining $500,000 was 
stored in the vaults of the bank. Captain 
Garrison, a member of the firm, was the 
fifth mayor of San Francisco and two other 
members, Messrs. Ralston and Fretz were 
agents for rival steamers the “Uncle Sam” 
and “Yankee Blade.” 

In 1864 the private banking firm became 

the Bank of California, beginning corporate 
existence in the room formerly occupied by 
the firm at Washington and Battery streets. 
Darious Ogden Mills, who made his fortune 
in merchandising in Sacramento and later 
transferred his interests largely to New 
York, was president of the Bank of Cali- 
fornia from its incorporation until 1873 and 
was again made president in 1875. W. C.’ 
Ralston was cashier and the board of trus- 
tees included names which are closely asso- 
ciated with the early history of California, 
including besides President Mills and Cash- 
ier Ralston, such men as Louis McLane, Wm. 
Norris, John O. Earl, Herman Michels, J. B. 
Thomas, Thos. Bell, A. J. Pope, O. F. Giffin 
and James Whitney, Jr. 
In 1867 the bank removed to their new 
building at California and Sansome streets, 
which is also the site of the present main 
office building. The building erected in 1867 
and in which business was conducted until 
1905, was one of the show places in the finan-- 
cial district of San Francisco, with design 
copied from one of the famous buildings in 
Venice, the Library on the Grand Canal. In 
1905 it was decided to raze the old building 
to make room for a new one and, in fact, 
this was done when, in April, 1906, the earth- 
quake and fire left nothing but a hole in the 
ground where the present building now 
stands. The Bank of California, however, 
which had also taken over the Pacific Coast 
business of the London and San Francisco 
Bank, Limited, in 1905, was one of the first 
banking institutions in San Francisco to 
resume business after the earthquake. 

William C. Ralston, who was president of 
the bank for two years from 1873 to 1875 
when Mr. Mills resumed the office, was one 
of the best known and most talked about 
men in San Francisco and an outstanding 
figure in its early history. William Alvord 
succeeded to the presidency in 1878 and 
was also at one time mayor of San Fran- 
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New England’s 


cisco. Succeeding presidents were Homer S. 
King, Frank B. Anderson and Charles K. 
McIntosh, who is the present incumbent 
of the office. Mr. McIntosh is a Westerner 
and has spent the greater part of his life 
in banking on the Pacific Coast, having come 
from Indiana in his early youth. William 
R. Pentz, who occupies the dual position of 
vice-president and cashier, came west in 
1903 and was prior to that with the Ameri- 
can Exchange National Bank in New York. 
Stuart F. Smith, the vice-president and trust 
officer, has grown up through the organiza- 
tion to his present office. Under Mr. Smith’s 
direction the trust functions of the Bank of 
California have been most successfully de- 
veloped. Other senior officers are Vice- 
presidents James J. Hunter and Henry M. 
Plate. The board of directors of the bank 
is representative of foremost financial and 
business interests of the city. 

The Bank of California, which also oper- 
ates the Mission Branch office in San Fran- 
cisco, besides the branches in Portland, Ta- 
coma and Seattle, reported on March 25, 
1931, aggregate banking resources of $124,- 
939,000 with deposits of $95,319,000. Capital 
is $8,500,000; surplus and undivided profits, 
$9,017,337. The organization is one of the 
most completely equipped banking institu- 


Oldest 


oe years’ ex- 


perience in every phase of trust 
service has qualified the Rhode 
Island Hospital Trust Company 
to serve in the most responsible 


of fiduciary capacities. 


gf) Rhode Island 
is Coke od ir) bubteya Geyeateycteny 


15 WESTMINSTER ST. PROVIDENCE, R. I. 


Trust Company 


tions on the Pacific Coast and as such has 
been influential in the material and finan- 
cial progress of that part of the country. 


AGREEMENT ON “LEGAL PRACTICE” 
(Continued from page 624) 
tion or interpretation of such laws or deci- 
sions. 

Second: No prohibition herein contained 
shall apply to loans, bond issues or similar 
transactions, when the bank has a pecuniary 
interest other than that solely for a fiduciary 
interest. 

Third: If any bank shall be in doubt as 
to the legality of any action or proposed ac- 
tion on its part in relation to the conduct 
of its trust business, it shall be at liberty to 
submit, through its officers or attorneys, the 
question to the executive committee of the 
New Orleans Bar Association, to the end that 
the judgment of that committee may be had 
upon the matter. 


The Bankers Trust Company of New York 
has been appointed registrar for the new 
Class A common stock of Burns Bros. 


Stanley M. Davis has been elected an as- 
sistant vice-president of the Fidelity Trust 
Company, Detroit. 
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CUBA 


Trustees for Bond Issues 
Real Estate Listed or Administrated 
Insurance—All Lines 


THE TRUST COMPANY 
of CUBA 


Havana Cable—“Trustco” 





LARGE ESTATES RECENTLY PROBATED 

A record of wills recently probated in va- 
rious cities of the United States shows the 
following large estates: Colonel Michael 
Friedsam, New York, president of B. Altman 
& Company, left an art collection valued at 
$10,000,000. The exact value of his estate 
is not known. Isaac E. Emerson, Baltimore, 
drug manufacturer, left stocks and bonds 
valued at more than $9,000,000. Mrs. Carrie 
Jacobs Brown, Massillon, Ohio, left an es- 
tate approximately $3,850,000. George E. 
McGill, Kansas City, oil operator, left an 
estate estimated at $1,000,000. Mrs. Mabel 
Metealf Fahnestock, New York, wife of Har- 
ris Fahnestock, and daughter-in-law of the 


Wells Fargo Bank 
Union Trust Co. 


late Harris C. 
estate 


Fahnestock, banker, left an 
appraised at $3,074,569. Michael 
O'Keefe, ‘Boston, formerly operator of chain 
stores, left an estate of approximately 
$1,045,000. Joseph Leblang, New York, cut- 
rate theatre ticket operator, left an estate 
estimated at between $12,000,000 and $15,- 
000,000. M. H. Meinhard, New York, presi-* 
dent of Meinhard & Company, textile factors, 
left an estate of approximately $3,000,000. 


John McHugh, chairman of the executive 
committee of the Chase National Bank of 
New York has elected a director of 
International Power Securities Corporation. 


been 


ADVERTISING WHICH FEATURES THE WELLS FarGo BANK AND UNION TRUST Co. AS THE OLDEST 
BANK IN THE WEST, AND RECALLING THE FRONTIER DAYS IN CALIFORNIA 
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WASHINGTON, D. C. 


PIONEER TRUST COMPANY OF THE NATIONAL CAPITAL 
FISCAL AGENT OF THE ARMY AND NAVY CLUB 
TRUSTEE OF THE WASHINGTON FOUNDATION 
TREASURER OF ENDOWMENT FUND, THE AMERICAN NATIONAL RED CROSS 


F Street at 9th, N. W. 
17th St. at G, N. W. 











FRANCIS F. THOMASSEN 

The management and personnel of the 
Title Guarantee & Trust Company of New 
York mourn the death of one of their most 
valued officers and highly regarded 
ciates, namely, Francis F. Thomassen, who 
was trust officer of the company since Jan- 
uary 1919. He began his active banking 
career with the company in 1898S as an office 
boy at the age of sixteen and his steady ad- 
vancement to the responsible position of 
tiust officer is a tribute to his qualities; 
faithfulness and a most pleasing personality. 

Mr. Thomassen was under the necessity of 


asso- 


earning his living in early life. He came 
direct to the Title Guarantee & Trust Com- 
pany from grammar school, but was_ in- 
suciable in quest for education. He attended 
evening school in business courses and 


later took a training course in law at the 
New York Law School from which he gradu- 
ated with the degree of LL. B., becoming a 
member of the Bar. His legal training fit- 
ted him for promotion to the law depart- 
ment of the Title Guarantee & Trust Com- 
pany, subsequently becoming attached to the 
staff of the Closing Department. In 1917 he 
became associated with the law firm of 
Breed, Abbott & Morgan. 

When the position of trust officer became 
vacant at the Title Guarantee & Trust Com- 
pany, Mr. Thomassen was asked to return 
to the company and became trust officer in 
January 1919 in which office he continued 
to the time of his death, April 15, 1931, mak- 
ing a total of thirty-three years that he had 
served the company. 

Mr. Thomassen possessed those qualities 
that distinguish a successful trust officer. He 
was thoroughly grounded in the principles 
and practices of trust work and possessed 
that 


engaging personality which inspired 
confidence. Throughout his career he pre- 


Served an unfailing habit of friendly con- 


Resources over 
$21,000,000.00 


JOHN B. LARNER 
President 





ee 


tact with all his associates, extending help- 
ful hand wherever he could and devoting 
himself zealously to the affairs of his de- 
partment and the company. 


ROBERT W. DE FOREST 

During the past forty years no name has 
appeared more prominently in connection 
with organized charitable work and move- 
ments to promote culture and the fine arts 
in New York City than that of Robert W. 
DeForest. While other men of construc- 
tive and organizing talent devoted their 
efforts and means chiefly to business affairs, 
Mr. DeForest made charity and the fine arts 
his main objective in life. His unselfish 
and zealous service earned for him the title 
of “the capital of philanthrophy” and _ his 
career certainly justified that distinction. 
Mr. DeForest was a man of considerable 
means and large practice in corporation law. 
Among his financial connections were direc- 
torships in the New York Trust Company 
and the Title Guarantee & Trust Company of 
New York. He was general counsel, 
and for many years vice-president of the 
Central Railroad of New Jersey and a direc- 
tor in a number of other important corpora- 
tions. 

An indication of the important place which 
Mr. DeForest occupied in the charitable and 
artistic life of New York City is afforded 
by the following offices he held: president, 
Metropolitan Museum of Art, the Russell 
Sage Foundation, the Welfare Council of 
New York City, Survey Associates and the 
National Housing Association, and the vice- 
presidency of the American Red Cross, the 
Prison Associates of New York and the State 
Charities Aid Association. 


also 


Spencer Trask & Co., the well known New 
York investment firm, has completed fifty 
years of service under the same firm name. 
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ENVIABLE RECORD 


The assets of our 
Trust Department 
have more than 


doubled in the 








last two years. 


THE PLAINFIELD | 


TRUST COMPANY / 
Plainfield, N. J. 


Assets of $26,649,877.93 





JOINS GUARDIAN DETROIT BANK 
Robert O. Lord, president 
ian Detroit Bank of Detroit, 
the election of D, F. Valley as vice-presi- 
dent. He has been associated with the Uni- 
versal Credit Corporation as comptroller and 
assistant treasurer since its organization in 
1928. Universal presents the authorized 
Ford finance plans of the Ford Motor Com- 
pany with branches located throughout the 
country. In handling more than 200 of the 
corporation’s bank accounts, Mr. Valley has 
made a wide acquaintance in national bank- 
ing and financial circles. 

Prior to joining Universal, Mr. 
comptroller of Dodge Brothers, 
supervised and controlled the accounting 
practices for the parent company and its 
subsidiaries throughout the world. At that 
time, Dodge had 800 direct and 3,000 associ- 
ate dealers. Previously he was associated for 
several years with Haskins & Sells, inter- 
national public accounting firm, where he 
specialized in accounting and budgetary con- 
trol for the automotive and related indus- 
tries. 

The Guardian Detroit Bank is one of the 
largest units of the Guardian Detroit Union 


of the Guard- 
Mich. announces 


Valley was 
where he 
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LA MONTE NATIONAL SAFETY 
PAPER is the preferred check 
paper of 70% of the leading banks 


om 


in the country. They trust La Monte 
checks to serve them with safety, 
represent them with dignity and 
authority. 

George La Monte & Son, 
61 Broadway, New York City. 


LA MONTE NATIONAL SAFETY PAPER 
FOR CHECKS - Identified by wavy lines 








Group, Inc., composed of 23 banks and trust 
companies in lower Michigan, with resources 
exceeding $500,000,000. 





PROBLEM OF MONETARY 
STABILIZATION 

At the recent convention of the Missouri 
Sankers Association, the Committee on Sta- 
bilization of the Money Standard, in its an- 
nual report, took a stand on three matters 
of widespread interest. It advocated wage 
reductions unless “the general level of prices 
shall be made to rise again;” opposed an 
increase of national bank notes, at this time, 
saying, “in view of the present easy money 
and the disinclination of people, either to 
borrow or to lend, we cannot quite see how 
the expansion of national bank note cireu- 
lation, to go into the same stagnant pool, 
would help matters to any very great ex- 
tent; and proposed a new international 
body to deal with the problem of monetary 
stabilization, saying that “it may become 
necessary for the world to create some new 
institution, competent to deal constructively 
with all of the factors involved, and with all 
of the agencies which tend to influence them.” 





706 TRUST COMPANIES 


JAMES BRUCE ELECTED PRESIDENT OF 
BALTIMORE TRUST COMPANY 

Announcement is made of the election of 
James Bruce, one of the senior vice-presi- 
dents of the Chase National Bank of New 
York for several years, as president of the 
3altimore Trust Company, succeeding Don- 
ald Symington, who assumes chairmanship 
of a newly created governing board. Mr. 
Bruce returns to the institution with which 
he was formerly associated as a vice-presi- 
dent. He is the son of William Cabell Bruce, 
former United States Senator from Mary- 
land. Among his other banking connections 
prior to his Chase National post, Mr. Bruce 
numbered vice-presidencies of the Atlantic 
Trust Company, the Atlantic Exchange Bank 
and the Baltimore Trust Company, all of 
Baltimore; the International Acceptance 
Bank and National Park Bank of New York. 

Mr. Symington has been president of the 
3altimore Trust Company since 1927, and 
during the time he headed the trust company 
it came to be a financial institution with 
resources of approximately $100,000,000. 
3altimore’s outstanding structure is the 34- 
story Baltimore Trust building, erected un- 
der his direction a year ago. 


JAMES BRUCE 
Who has been elected President of the Baltimore Trust 
Company 
Deroy Scott has been elected cashier of the 
Lincoln Bank & Trust Company of Louis- 
ville, Ky. 
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WILLIAM MAFFITT 

The death of William Maffitt, retired vice- 
president and director of the Mercantile- 
Commerce Bank & Trust Company of St. 
Louis is mourned by associates and a large 
circle of friends in the banking community. 
He began his business career with the Mis- 
souri Railroad Company and became coi- 
nected with the former Mercantile Trust 
Company, in 1899, advancing from assistant 
treasurer to vice-president. When the con- 
solidation was effected between the National 
Bank of Commerce and the Mercantile Trust 
Company in 1929, under the present name, 
Mr. Maffitt continued as vice-president in the 
merged institution from which office he re- 
tired only a few weeks before his death. 

Mr. Maffitt was a native of St. Louis and 
born in that city August 15, 1869. He grad- 
uated from Smith Academy in 1886 and 
graduated from Yale University in 1893 
with the degree of A. B. 


John Ballantyne, chairman of the board 
of directors of the First National Bank of 
Detriot has been elected president of the 
Detroit Bankers Company, filling the va- 
cancy caused by the death of Julius H. 
Haass. 
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THE OHIO SAVINGS BANK & TRUST CO. 


TO LE Bo... Cielo 
We invite correspondence from banks, trust companies and corporations desiring fiduciary or 
financial representation in this city. Prompt and efficient service. based on 
experience and thorough equipment 


Officers 


GEORGE M. JONES........ 
EDWARD KIRSCHNER... 

Seymour. H. HOFF....... . . Vice-president 
AMMI F, MITCHELL... & Vice-president 
RoBERT C. DuNN..Vice-president and Trust Officer 
IRA W. GOTSHALL..... cece cece cece ce oe Vice-president 
CLAUDE A. CAMPBELL.... Vice-president and Secretary 
CHARLES A. FRESE...... Vice-president and Treasurer 
JoHN LANDGRAF...............-Assistant Secretary 


President 
.... Vice-president 


“YOUR BANKER IS YOUR FRIEND” . 

The Postal Telegraph-Cable Company is 
displaying prominently in its offices from 
coust to coast a colorful poster which is 
based on the text: “Your Banker Is Your 
Friend.” The illustration in color features 
the famous Lincoln Memorial statue in 
Washington, and Lincoln’s famous quota- 
tion: “Of the people, by the people, for the 
people,” is used to call attention to the serv- 
ice performed for the public by the banks of 
the nation. 


POSTER FEATURES ““YOUR BANKER IS YOUR FRIEND” 


Henry M. Weston, vice-president of the 
California National Bank and California 
Trust & Savings Bank of Sacramento, Cal., 
has completed twenty-five years of service 
With that organization. 


The Central Trust Company and Bankers 


Trust Company of Salt Lake Utah, 


have been merged. 


City, 


R. P. WHITEHEAD.Asst. Sec’y and Asst. Trust Officer 
JAMES W. ECKENRODE ......Assistant Treasurer 
ARTHUR W. WEBER. Asst. Sec’y and Asst. Trust Officer 
LesTER S. FOUGHT............-Assistant Treasurer 
J. RAYMOND MuRPHY Assistant Treasurer 
Lewis G. CHRISTMAN.Asst. Sec’y and Asst. Tr. Officer 
FERDINAND G. MEIER...Asst. Sec’y and Comptroller 
WapveE S. FENTON.............-Assistant Secretary 
ARTHUR H. LODGE...............Assistant Treasurer 


SECURITY TRUST COMPANY OF 
WILMINGTON, DELAWARE 
Among the trust companies of Wilmington, 
Delaware, the Security Trust Company has 
established a deserved reputation as a bank 
for personal service. This applies partic- 
ularly to its trust patrons and finds re- 
flection in the growth of its fiduciary busi- 
During the past year the company has 
continued to make substantial progress. Its 
latest financial statement, as of March 25, 
shows banking resources of $13,472,- 
O00; deposits, $10,095,000; capital, 
$1,121,000; surplus, $1,500,000; un- 
divided profits, $472,726 and _ re- 

serves of $280,932. 

The senior officers of the com- 
pany are: John S. Rossell, chair- 
man of the board; Levi L. Maloney, 
president; Charles B. Evans, vice- 
president and general counsel; Wil- 
lard Springer, vice-president; John 
Richardson, Jr; vice-president ; 
Thomas J. Mowbray, vice-president 
and treasurer; Harry J. Ellison, 
vice-president, secretary and trust 
officer; Henry S. Townsend, assist- 
ant secretary and assistant trust 
officer. 


hess. 


Total new life insurance by forty- 
four leading life insurance com- 
panies in the United States during 
the first four months of the current 
year amounted to $3,853,139,000 as 
compared with $4,415,031,000 for 
the same period last year. 

John B. Byrne, vice-president of the Hart- 
ford National Bank & Trust Company at 
Hartford, Conn., has been elected chairman 
of the Connecticut division of the New Eng- 
land Economie Council. 


The Hudson County National Bank of Jer- 
sey City is celebrating its eightieth anni- 
versary. 
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FEICKERT RETURNS TO FIRST NATIONAL 
OF PLAINFIELD AS PRESIDENT 

Edward F. Feickert who is widely known 
in New Jersey banking and trust company 
circles, returns to the First National Bank 
of Plainfield as president, succeeding George 
L. Babcock, who becomes chairman of the 
board. As a young man, Mr. Feickert served 
his banking apprenticeship with the banking 
house of Kountze Brothers in New York. He 
came to Plainfield in 1902 when the Plain- 
field Trust Company was organized, and was 
identified with this institution until 1910, be- 
ing assistant secretary and treasurer at the 
time of his resignation. 


EDWARD T. FEICHERT 


Who has resumed association with the First National Bank 
of Plainfield, New Jersey as President 


TRUST COMPANIES 


TRUST OFFICER 


Graduate of Law and Accounting 
Realizing the fertility of the unscratched field 
for trust business, 
desires connection with 
progressive institution 


Thoroughly experienced in administering estates, 
managing trusts, matters of taxation, the drafting of 
wills, trusts, business insurance trusts and capable of 
procuring new and profitable business. 


Address N. W. B. 


TRUST COMPANIES Magazine 
55 Liberty Street, New York. 


Late in 1910 Mr. Feickert took over the 
Borough National Bank, an institution in 
North Plainfield having deposits of less than 
$200,000. He reorganized it into the State 
Trust Company, of which he became vice- 
president and later president. During his 
connection with this institution the deposits 
were built up to a total of $4,000,000. 

Early in 1924, with associates, he pur- 
chased control of the First National Bank, 
and during that year, he was president of 
both the State Trust Company and the First 
National Bank. 

In 1925, Mr. Feickert relinquished the 
presidency and was elected chairman of the 
board, George L. Babcock taking his place 
as president. Since leaving Plainfield in 
1925, Mr. Feickert has not been in active 
business. 


AMERICAN SECURITY AND TRUST CO. 
OF WASHINGTON, D. C. 

A substantial increase in deposits is shown 
in the latest financial statement of the 
American Security & Trust Company of 
Washington, D. C. During the first quarter 
of the year deposits increased $2,875,000 to 
total of $83,362,000 with resources of $41,490,- 
000. Capital stock, surplus and undivided 
profits amounted to $7,623,000. The last 
quarterly dividend paid to stockholders was 
the 154th consecutive dividend declared by 
the institution. Interest payments amount- 
ing to $191,950 were made on April 1st to 
savings depositors. 

Charles A. Carry, prominent in local real 
estate and financial circles has been elected 
a director of the American Security & Trust 
Company. 


Gilmer Winston, senior vice-president of 
the Union Planters National Bank & Trust 
Company, Memphis, Tenn., has been elected 
president of the Memphis Clearing House 
Association. 
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BANKERS CONVENTION CALENDAR 

Date State 

1931 Association Place 

June 2- 3—Oklahoma, Oklahoma City. 

June 8- 9—Idaho, Boise. 

June 8-12—American Institute of Banking, 
Pittsburgh, Pa. 

June 9-11—Minnesota, Minneapolis. 

June 10-11—Indiana, Indianapolis. 

June 11-183—Virginia, Old Point Comfort. 

June 12-13—Maine, Poland Springs. 

June 12-13—Oregon, Seaside. 

June 18-19—North Dakota, Fargo. 

June 18-19—Wisconsin, Milwaukee. 

June 18-20—Washington, Seattle. 

June 18-20—District of Columbia, Hot 

Springs, Va. 

June 19-20—Colorado, Estes Park. 

June 22-24—Iowa, Waterloo. 

June 22-24—New York, Upper Saranac. 

June 22-26—Michigan — Cruise, Detroit to 


Toronto. 
June 24-26—South Dakota, Huron. 
June 25-26—West Virginia, White Sulphur 
Springs. 
June 26-27—Connecticut—Easter Point, New 
London. 
Sept. 38—Delaware, Rehoboth. 
Sept. 4- 5—Wyoming, Cheyenne. 
Sept. 14-17—Financial Advertisers’ Ass'n, 
Boston. 
Oct. 5- S—A. B. A. Convention, Atlantic 
City, N. J. 


Oct. 21-23—Pacific and Rocky Mt. States 
Trust Conference, San Francisco, Cal. 

Nov. 15—Investment Bankers Ass’n, White 
Sulphur Springs, W. Va. 





WILL OF UNIVERSITY PRESIDENT NAMES 
VIRGINIA TRUST COMPANY 

The Virginia Trust Company of Rich- 
mond has been named executor in the will 
of the late Dr. Edwin Anderson Alderman, 
president of the University of Virginia. The 
entire estate is left in trust to the widow, 
and Edwin J. Alderman, Jr., of New York, 
son of the testator. 

The Virginia Trust Company now adminis- 
ters trust and estate funds valued at over 
$45,000,000. The company began business 
in 1892 and has concentrated its services on 
the administration of estates and execution 
of trusts. It has become known through- 
out Virginia and the South as an institu- 
tion of fiduciary service. This policy has 
been notably developed under the presidency 
of Herbert W. Jackson and an able staff of 
executives. 
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Management and Disposition 
of Local Real Estate for 
non-residents 


Ancillary Administration in 
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NO DEMAND LIABILITIES 





NO TRADING IN SECURITIES 
ASSETS OVER $37,000,000 
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THE LAW LEAVES OFF 


BANKERS 
TRUST 
COMPANY 


BY-PRODUCTS 
OF UNDERSTANDING 


BANKERS 
TRUST 
COMPANY 


Four sample advertisements of the new se- 
ries being used by Bankers Trust Company of 
New York in New York daily papers. In 
general the schedule calls for insertion once 
a week, each insertion measuring 1170 lines. 
The appearance of the advertisement is a 
little unusual in that no illustration is used. 
Consequently the headlines are of an inter- 


COMPANIES 


THE WISDOM OF LOOKING | 
FOR THIS THING FIRST 


BANKERS 
TRUST 
COMPANY 


THE PLEASURE OF BEING 
ABLE TO STOP WONDERING 


a 


BANKERS 
TRUST 
COMPANY 


rupting nature. Two of the advertisements 
are trust and two institutional in text and, 
in each instance the emphasis is placed on 
a central theme: in the trust advertising, 
good faith, and in the institutional copy, the 
fact that officers have sufficient time to think 
through the client’s problems that come to 
them. 
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EXECUTIVE CHANGES AT NATIONAL 
TRUST COMPANY OF TORONTO 

Three important changes in the executive 
personnel of the National Trust Company of 
Toronto, Canada, were announced following 
a recent meeting of the board of directors. 
Mr. W. E. Rundle, who has been general man- 
ager of the company, was elected president 
and Sir Joseph Flavelle relinquished the of- 
fice of president to become chairman of the 
board. J. M. MacDonnell, who was assistant 
general succeeds Mr. Rundle as general man- 
ager. 

The National Trust Company is one of the 
leading trust companies in Canada. It was 
organized in 1897 and at the thirty-third an- 
nual meeting record total assets of $262,322,- 
000 with estates under administration 
amounting to $235,3882,000 and representing 
an increase of nearly sixteen millions during 
the past year. The capital of the company is 
$3,000,000, with reserve fund of $3,000,000. 
The facilities and business of the company 
are spread through the various provinces. 


Statement of the Ownership, Management 
Circulation, etc., required by the Act 
of Congress of August 24, 1912, of 
TRUST COMPANIES, Published 
Monthly at New York, N. Y., for 
April 1, 1931 


State of New York ) 
County of New York } vials 

Before me, a Notary Public in and for the 
State and County aforesaid, personally appeared 
Christian A. Luhnow who, having been duly sworn 
according to law, deposes and says that he is the 
Publisher of TRUST COMPANIES and that the 
following is, to the best of his knowledge and 
belief, a true statement of the ownership, manage- 
ment (and if a daily paper, the circulation), etc., 
of the aforesaid publication for the date shown in 
the above caption, required by the Act of August 
24, 1912, embodied in section 411, Postal Laws and 
Regulations, printed on the reverse of this form, to 
wit: 

1. That the names and addresses of the pub- 
lisher, editor, managing editor, and _ business 
managers are: 

Publisher, Christian A. Luhnow, 55 Liberty St., 

New York City, N. Y. 
Editor, Christian A. Luhnow, 55 Liberty St., 

New York City, N. Y. 

Business Manager, C. D. 
New York City, N. Y. 


2. That the owner is 
Christian A. Luhnow, 55 
City, N. Y., Sole Owner. 


3. That the known bondholders, mortgagees, 
and other security holders owning or holding 
1 per cent or more of total amount of bonds, mort- 
gages, or other securities are: None. 


House, 55 Liberty St., 


Liberty St., New York 


CuRISTIAN A. LUHNOw, Publisher. 


Sworn to and subscribed before me this 15th day 
of April 1931. 


[Seal] HaRVEY ROSENTHAL 
Notary Public 
Bronx County No. 69, 


Commission expires March 30, 1933 
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Trusts are administered in 243 
California cities by Bank of 
America branches, under exper- 
ienced supervision by our Trust 
Departments in the metropoli- 
tan offices. 

You and your clients are as- 
sured complete, interested and 
individual service in any fidu- 
Ciary Capacity. 

For further information, you 
are invited to address our San 
Francisco or Los Angeles offices. 
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: Bank of America 


National Trust & Savings Association 
CALIFORNIA 


Bank of America National Trust & Savings 
Association . .. a National Bank and Bank of 
America. ..a California State Bank are identical 
in ownership and management...415 
offices in 243 California cities. 











TRUST COMPANIES 


WORK OF CORPORATE 
TRUST DEPARTMENTS 


by R. G. PAGE 


Vice-President, Bankers Trust Co. 


and PAYSON G. GATES 


Assistant Secretary, Bankers Trust Co. 


io is the first comprehensive work giving, from authoritative 
and practical sources, an inside view of corporate trust and 
corporate agency administration. Emphasizing the most recent 
developments, this book provides officers of trust companies and 
banks engaged in fiduciary service with actual demonstrations of 
trust company practice in respect to: 


CORPORATE TRUSTS 


Mortgages and indentures 


CORPORATE AGENCIES 


Corporate reorganizations and read- 


Authentication and delivery of bonds 


Sinking funds and releases of prop- 
erty 


Defaults and remedies 
Collateral trust indentures, note is- 


justments 


Protective and reorganization com- 
mittees 


Transfer and registration of securi- 


sues, equipment trusts tes 
Escrow and miscellaneous trusts Coupon and divided payments 


An important feature of this exceptional book is the collection of over 100 forms, com- 
prising a complete set of corporate trust and agency records. 


It points out the necessity for careful analysis of all trust agreements; describes the 
dangers of immunity clauses; explains corporate trust and corporate agency services; covers 
the subject of fees and of vault control. It is in every respect a ‘‘brass-tack’’ book and the 
first to give the views of one on the inside of corporate trust work, looking out. 


Price, postpaid 


TRUST COMPANIES Magazine, Book Department 
55 Liberty Street, New York. 


Gentlemen: Enclosed please find $5.00 (check or money order), for which kindly 


send me copy of “Work of Corporate Trust Departments,” 


or you may send me copy 
on approval. 


Name 


Address 


Make check or draft payable to TRUST COMPANIES Publishing Association, 
55 Liberty Street, New York. 





TRUST COMPANIES 


MONEY RATES AND STOCK MARKET 

Reduction of the rediscount rate of the 
Federal Bank of New York from 
two to one and a half per cent, the lowest 
official rate in the history of the Federal 
Reserve System and of central banking, was 
prompted chiefly to the gold flow fo 
this country and to encourage use of funds 
in long-term credits. Following this further 
cut in the rediscount rate the Bank of Eng- 
land announced a reduction in its official rate 
from three to two and a half per cent, the 
lowest figure since 1909. Reductions in rates 
have also heen general among other Federal 
Reserve banks and the 
tions prevailing in the 
the plethora of credit is evidenced by the 
reduction in bill and acceptance 
well as the reduction in interest 
banks on special accounts. 

The New York stock market continued its 
decline and the dominance of bearish in- 
fluences. United States Steel common, as 
the standard bearers, declined to a 
new low since 1924, although the fact seems 
to be overlooked that since that date, the 
outstanding share capital of the corporation 
has increased from 5,085,000 shares to S,- 
699,000 shares, resulting largely from stock 
dividends and subscription rights as well as 
issue of additional stock. The extent of re- 
cent stock market declines during the first 
three weeks of May in a decrease in the 
average of 50 stocks from 143.54 on May 9th, 
to the low of 123.98 recorded on May 21st. 
The high and low range for the current year 
has been from 173.07 to 123.98. 

the Irving Trust Company in its 
mid-month review: “Hiad the stock market 
provided a more cheerful background during 
the past few weeks, more prominence un- 
questionably would have been given to such 
reassuring developments as a rising market 
for high-grade bonds, a continued and strik- 
ing improvement in so important an indus- 
try as automobiles, and an improved level 
of railroad traffic testifying to a more than 
seasonal betterment of trade.” 
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RESOURCES OF NEW YORK STATE 
TRUST COMPANIES 

There are 15S trust companies in opera- 
tion in the State of New York, having an ag- 
gregate of $8,836,626,325 resources, equal to 
about 12 per cent of the combined banking 
power of the country. Of this total the 45 
trust companies of Greater New York City 
command $7,331,149,000 and the 113 trust 
companies in the state outside of New York 
City $1,505,476,000, as summarized from 
statements under date of March 25, 1931. 
Deposits total $6,423,232,000 of which New 
York City companies report $5,199,292,000. 
The combined capital of all New York trust 
companies amounts to $461,200,000 of which 
New York City companies account for $391,- 
450,000. Combined surplus and undivided 
profits amounts to $967,889,000 of which 
New York City companies have $857,411,000. 

There are 205 state banks in New York 
State with combined resources of $507,136,- 
000 and deposits of $412,911,000. 


FINANCIAL STATEMENT OF BANK OF 
AMERICA, NEW YORK 
A statement of financial condition issued 
by the Bank of America, National Associa- 
tion of New York, under date of April 30, 
shows the strong position of that institu- 
tion which dates its founding back to 1812. 
Resources aggregate $384,758,918, embracing 
cash in Federal Reserve bank, on hand and 
due from banks and bankers, $95,832,508 ; 
United States Gevernment securities $31,- 
33,000; other bonds and securities, $45,968,- 
791; loans, discounts and bankers’ accept- 
ances $167,230,000. Deposits total $256,571,- 
000. Capital is $36,775,300; surplus $29,- 
500,000; undivided profits, $3,646,012; re- 
serves for contingencies $4,719,000. 


Governor Roosevelt has signed the Reidy 


bill, amending ‘the Penal Law, relating to 
fraudulent checks by making the section 
apply to persons drawing checks either in 
their own behalf or of another 
agent. 


person or 
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BANK AND TRUST STOCK HOLDINGS OF 
INVESTMENT TRUSTS 

An analysis made recently by Frazier, 
Jelke & Co., of the bank and trust company 
stocks held in the portfolios of 50 fixed and 
100 management investment trusts, reveal 
some interesting results, as regards the pref- 
erence for New York bank and trust company 
stocks. In the portfolios of the fixed trusts, 
Bankers Trust and Chase National shares 
were held by eight companies, and Nationa] 
City stock was held by a similar number. In 
the portfolios of the management trusts, 
twenty-seven companies held Chase National 
shares, which ranked twenty-two in the total 
list of all classes of common stocks favored 
by these trusts. 

Other bank stocks favored by the 
trusts and the number of companies 
preferred them, were as follows: Guaranty 
Trust (7), Central Hanover Bank & Trust, 
Irving Trust, Manhattan Company and New 
York Trust (5); Bank of New York & Trust, 
Chemical Bank & Trust, Corn Exchange and 
First National of New York. (4); Bank of 
America and Empire Trust (38); and Chat- 
ham Phenix National and Manufacturers 
Trust (2). 
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CENTRAL HANOVER OPENS NEW 
BRANCH IN LOWER MANHATTAN 

Occupying the southermost location of any 
bank on the lower tip of Manhattan Island, 
where the early Dutch settlers made their 
first stand in early days, the Central Han- 
over Bank & Trust Company of New York, 
recently opened its latest new branch office 
in the new Stone & Webster building at 
Bridge and Broad streets. Handsome quar- 
ters have been provided with entrances on 
Broad street and the main corridor of the 
building. Counters and tellers’ windows are 
all protected with bullet-proof with 
general finish of marble and bronze trim- 
mings. A private elevator leads from the 
banking floor to the vaults below which were 
constructed by the York Safe & Lock Com- 
pany with eight coupon rooms and capacity 
of 720 safe deposit boxes. Another private 
elevator leads from Stone & Webster offices 
to the vault. 

The new branch is in charge of Vice- 
president J. S. Lovering who has been asso- 
ciated with the Central Hanover for the past 
eleven years and was an official of the old 
Hanover National before its merger with the 
Central Union Trust Company. 

The Central Hanover Bank & Trust Com- 
pany, in its March 25th financial statement 
shows total resources of $792,954,000; de- 
posits $607,017,000; capital $21,000,000; sur- 
plus and undivided profits $88,207,000. 


glass 


Edward B. Fitzgerald has been elected 
vice-president of the Salamanca Trust Com- 
peny of Salamanca, N. Y., succeeding the 
late Charles R. Gibson. 

Because of neglect to specify in the will 
that certain funds were intended for chari- 
table purposes the state of Connecticut has 
levied an inheritance tax of $570,000 upon 
the estate of the late Samuel Brinkerhoff 
Thorne of Greenwich, Conn., a famous foot- 
ball star of Yale in his time and who left 
an estate valued at $15,000,000. 

Dolson Quier has been chosen as resident 
vice-president in Chicago for the National 
City Company of New York to supervise the 
business of the company in the Middle West 
and on the Pacific Coast. 

Central Hanover Bank & Trust Company 
of New York has been appointed registrar 
for 5,000 shares of the assessable stock and 
20,000 shares of the non-assessable stock of 
the Fiduciary Corporation, holding company 
for Fiduciary Trust Company of New York. 

Savings banks of New York state report 
gain of $181,000,000 in deposits during the 
first quarter of the year, bringing aggregate 
to $4.958,785,000. 
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COLLECTIONS—Datly Presentation by Our Messengers on Staten Island 
(Borough of Richmond, New York City) 


JERSEY CITY (Including Greenville) 


HOBOKEN and BAYONNE 


COLLECTIONS FOR AND ACCOUNTS OF BANKS SOLICITED 
Reciprocal Balances Based on Volume of Business 


Organized 1886 
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65TH ANNIVERSARY OF BROOKLYN 
TRUST COMPANY 

On April 14, 1866, exactly one year after 
the assassination of Abraham Lincoln, the 
New York State Legislature passed a special 
act providing for the organization of the 
Brooklyn Trust Company of New York, 
Which was the only method by which trust 
companies could be formed at that time. 
Business was actually started in June, 1868. 
Original proposed capital was $125,000, which 
was increased to $150,000 on account of over- 
subscription before the bank opened for busi- 
ness in a building at the corner of Court 
and Joralemon stréets, Brooklyn. 

Organizers were J. Carson  Brevoort, 
Daniel Chauncey, Dr. Henry J. Cullen, Dan- 
iel F. Fernald, Jasper W. Gilbert. William 
M. Harris, William B. Lewis, Alexander 
McCue, Henry E. Pierrepont, John H. Pren- 
tice, John T. Runcie, Cornelius J. Sprague, 
William Wall, James Weaver and Alfred M. 
Wood. Mr. Chauncey had participated in 
the organization, twelve years earlier, of the 
Mechanics Bank, acquired by the Brooklyn 
Trust Company in 1929. 

On April 1, 1876, approximately ten years 
after the charter had been granted, total 
deposits were $1,625,594, and by 1881 capital! 
had been increased to $400,000. This com- 
pares with capital of $8,200,000 and deposits 
of $127,987,246, shown by the latest state- 
ment, which was issued on Mareh 25, 1931. 
Dividends have been paid continuously on 
capital stock since October, 1879. 

The company has participated in five mer- 
gers, and now operates thirty-one offices in 
Greater New York. 


Preliminary to merger with the Bank of 
Manhattan Trust Company of New York, 
the Seward National Bank & Trust Company 
has changed its status to the Seward Bank 
of New York. 


CORPORATE AGENCY DEPARTMENT OF 
BANKERS TRUST COMPANY IN 
TEMPORARY QUARTERS 
The Bankers Trust Company of New York 
announces the removal of its corporate 
agency department headquarters to 43 Ex- 
change Place where the functions of stock 
transfers, stock registrations, reorganiza- 
tions and coupon paying will be conducted. 
This is the first major move made by the 
Bankers Trust Company to vacate space that 
it has been using at 10 Wall street, at 7-9 
Pine street and 11 Nassau street, prepara- 
tory to the demolition of the structures on 
these sites to make way for the constructioa 
of the new building adjoining the present 
main building of the company at the corner 
of Wall and Nassau. Most of the other de- 
partments of the company will be housed ac 
14-16 Wall street during the period of con- 

struction. 

While 16 Wall street is still the headquar- 
ters, the banking quarters previously on the 
first floor have been moved to the third to 
make room for the loan department, which 
opens on the first floor, having been trans- 
ferred from 5 Nassau street. 

The Bankers Trust Company recently ne- 
gotiated renewal of the lease on the thirty- 
nine-story building occupied by the main of- 
fice at Wall and Nassau, from the United 
States Trust Company as trustee under the 
will of Adele Livingston Sampson. The lease 
is renewed as of May 1, 1931 for a period of 
twenty-one years and with option of re- 
newal for two twenty-one yearly terms to 
May 1, 1994. 


The New York Title & Mortgage Company, 
which recently enlarged its executive offices, 
reports that sales of guaranteed first mort- 
gages and certificates increased 47 per cent 
in the first quarter of 1931, compared with 
the corresponding quarter in 1930. 
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Kincs CouNTY TRUST COMPANY 


342, 344 & 346 Futton St., Borough of Brooklyn, City of New York 





Capital, $500,000.00 Surplus, $6,000,000.00 Undivided Profits $453,000.00 





JULIAN P. FAIRCHILD, Presiden: 


WILLIAM J. WASON, Jr., Vice-President 
HOWARD D. JOOST, Vice-Presiden: 
1. NORMAN CARPENTER, Vice-President 


ALBERT I. TABOR, Secretary 
ALFRED W. ABRAMS, Asst. Secresary 
EUGENE L. VAN WART, Asst. Secretary 





NATIONAL CITY BANK ACQUIRES 
ASTORIA BANK 

The National City Bank of New York has 
acquired the assets and assumed the liabili- 
ties of the Long Island National Bank of 
Astoria which will be maintained as the 
Steinway branch. No cash or issue of new 
stock was involved in the transaction. De- 
posits of the absorbed bank, according to lat- 
est statement, are in the neighborhood of 
$3,000,000, of which one half consist of sav- 
ings and thrift accounts. This acquisition 
gives the National City Bank eight branches 
in Queens and a total of fifty-four branches 
throughout Greater New York, in addition 
to the main office and including the recently 
opened branch at Brighton Beach which is 
in charge of Vice-president DeWitt A. For- 
ward. The latest financial statement of the 
National City Bank showed resources of $1,- 
842,885,000; deposits $1,339,611,000 and capi- 
tal funds of $226,037,000. 

Charles E. Mitchell, chairman of the Na- 
tional City Bank has been elected a member 
of the board of trustees of the Consolidated 
Gas Company of New York. 


LIFE INSURANCE AS BUSINESS 
STABILIZER 

Discussing the stabilizing influence of life 
insurance on American business, Edward M. 
MeMahon, second Vice-president of the Chase 
National Bank of New York, said in the 
course of a recent address: 

“In considering the significance which in- 
surance companies collectively exercise in the 
business structure, we should appreciate that 
during 1930 more than $3,410,000,000 were 
paid by insurance companies to the Ameri- 
can public, of which 70 per cent came from 
life insurance companies, 16 per cent from 
fire companies and 14 per cent from casualty 
companies. Since life insurance companies 
have almost 20 billion of resources, it is be- 


lieved that they contribute greatly to the 
economic stability of our country. It is said 
that these funds, practically all of which rep- 
resent the savings of policyholders, help to 
maintain wages and salaries, increase in- 
dividual buying power, stimulate individual 
savings, tide policyholders over private and 
business financial emergencies, stabilize 
money rates and reduce business risks.” 


CHEMICAL BANK OPENS 14TH OFFICE 

The Chemical Bank & Trust Company of 
New York recently opened its fourteenth 
branch office in London Terrace at Tenth 
avenue and 23rd street. Founded in 1824, 
the history of the Chemical Bank, linked 
with the provincial days of New York and 
later with the expanding demands of a grow- 
ing nation, is a chronicle of conservative and 
progressive banking. Percy H. Johnston, 
President, was elected in 1920, and is the 
ninth president of the bank. 

Announcement is made of the election of 
Gilbert Miller, vice-president and director of 
Charles Frohman, Inc., as member of the ad- 
visory board of the Chemical Bank & Trusc 
Company’s Time Square Office at Broadway 
and 44th street. Clarence Francis, vice- 
president in charge of sales of the General 
Foods Corporation, has been elected a mem- 
ber of the advisory board of the Madison 
avenue and 46th street office of the Chemical. 

Percy H. Johnston, president of the Chemi- 
cal Bank has been elected a director of the 
St. Louis-San Francisco Railway. 


A new bank to deal in acceptances is being 
organized in New York City with capital 
funds of $10,000,000 in which the Radio Cor- 
poration of America and Pennroad Corpora- 
tion are interested. 

The Peekskill National Bank of Peeks- 
kill, New York, has changed its title to the 
Peekskill National Bank & Trust Company. 
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ELECTED A VICE-PRESIDENT OF THE 
BANK OF AMERICA 

William F. Sheehan, who was recently 
elected a vice-president of The Bank of 
America, National Association of New York 
has had a varied banking and legal experi- 
ence. He was born in Boston and is a grad- 
uate of Boston College and Boston University 
Law School. After practicing law a short 
time in Boston he moved to Montana and 
continued in this profession until 1921 when 
he became a National Bank Examiner. He 
Was assigned to the Minneapolis district 
until 1927, when he came to New York City, 
becoming a Senior Examiner in 1928. 

During 1925-24, Mr. Sheehan was detailed 
to Washington as assistant chief examiner, 
assisting Comptroller Dawes in reorganiz- 
ing the Bureau. 


WILLIAM F. SHEEHAN 


recently elected Vice-president of the Bank of America 
National Association of New York 


RECORD OF THE SURROGATE’S COURT 
OF NEW YORK COUNTY 

A summary of the work of the Surrogate’s 
Court of New York County for the year 
19380 shows some interesting figures. There 
were 3,041 wills filed for probate during the 
year and 2,940 admitted. There were 112 
wills contested, 12 wills rejected either be- 
fore or after trial: 4 wills rejected without 
a trial as defectively executed. There were 
2,785 letters testamentary issued and 68 an- 
cillary letters. There were 215 renunciation 
of executors and 309 letters of trusteeship 
issued with 48 renunciation of trustees. 


HOTEL 
DELMONICO 


PARK AVENUE AT 59th 
New York City 


A Distinguished New York 
Residence and Restaurant 


John F. Sanderson 
Manager 





CORPORATE APPOINTMENTS FOR 
GUARANTY TRUST COMPANY 

The Guaranty Trust Company of New 
York has been appointed transfer agent for 
an additional 500,000 shares of common stock 
of the Saxet Company; transfer agent for 
111,853 shares of common stock, no par value, 
and 33,247 shares of preferred stock, $50 par 
value, of the Equity Corporation; registrar 
for certificates of deposit for American de- 
positary receipts of the Gramophone Com- 
pany, Ltd. and certificates of deposit for 
American Shares of the Columbia Grapho- 
phone Co., Ltd., which will be issued by 
J. P. Morgan & Company, who act as deposi- 
tary in receiving deposits of American 
Shares Certificates representing ordinary 
shares of Columbia Graphophone Company, 
Ltd. and American depositary receipts repre- 
senting ordinary shares of the Gramophone 
Company, Ltd.; registrar for the capital 
stock of the Mercantile Bank & Trust Co. 


assistant 


Dearmont, 
treasurer, has been appointed an assistant 
vice-president of the New York Trust Com- 


Nelson S. formerly 


pany. Charles J. Stewart has been appointed 
an assistant vice-president, and Holt F. 
Callaway an assistant treasurer. 
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The Oldest Trust 


Company 


in “Massachusetts 


Established 1868 
and its afhliated banks 


Offer Complete Fiduciary Service for Corporations 
Combined Trust Funds Over $30,000,000 


Worcester Bank & Trust Company 


Worcester, Mass. 


MANUFACTURERS TRUST CO. MOVES 
PERSONAL TRUST DEPARTMENT 
Activities and functions of the personal 
trust and real estate department of the 
Manufacturers Trust Company of New York, 
Which have been conducted at 117 Liberty 
street, have been concentrated in the main 
office at 55 Broad street. The removal is 
due to the steady growth of trust business 
calling for larger facilities. In the banking 
department, the progress of the company 
likewise maintains steady progress, the re- 
port for the first quarter of the year showing 
increase in net deposits from $198,554,000 to 
$209,429,000 which is significant in contrast 
to the general decline in deposits reported by 
most of the banks and trust companies dur- 
ing that period. Resources 
March $307,787,000. 
Announcement is made of the appointment 
of Adolph Frey as manager of the Pitkin 
and Stone avenue, Brownsville, Brooklyn, 
branch of the Manufacturers Trust Com- 
pany. He was formerly assistant manager. 


aggregated in 


Plans are proceeding for the opening of 
the Mercantile Bank & Trust Company of 
New York, organized to take over the assets 
and assume the liabilities of the closed Chel- 
sea Bank & Trust Company. J. E. Brula- 
tour will be president; Howell M. Stillman, 
vice-president; William <A. Loeb, vice-presi- 
dent and Harry S. Groh, treasurer. 

Among the larger and older savings banks 
of New York City, the York Vault equipment 
is employed by the Bowery Savings Bank, 
Seamans Bank for Savings, Dollar Savings 
Bank and Emigrant Industrial Savings Bank. 

The Irving Trust Company of New York 
has transferred its Fifth avenue office, main- 
tained for more than 27 years at the north- 
west corner of Fifth avenue and 34th street, 
to the new Empire State building on the 
opposite corner and which is the highest 
building in the world. 





INTERNATIONAL MANHATTAN CO. PAR- 
TICIPATES IN FOREIGN INVESTMENT 
TRUST 

The International Manhattan Company, 
a unit of the Manhattan Company of New 
York, has entered on a sub-participation ba- 
sis in an investment trust recently formed 
by French and German interests and known 
as the Union Internationale de Placements. 
The capital of the investment trust is $5,- 
000,000. Participants in the trust are the 
janque de VUnion Parisienne, the Suez 
Canal Company, the Compagnie d’Assurances 
Generales, the Compagnie le Phenix, Societe 
Lebon et Compagnie and Maurice Rueff et 
Compagnie, 

John 8S. 
Company, 
Bank of 
York. 


Burke, president of B. Altman & 
has been elected a_ director of 
Manhattan Trust Company, New 


FIDUCIARY TRUST COMPANY TO 
OPEN IN JUNE 

Owing to delay in construction work in 
connection with the offices to be occupied on 
the 30th floor of the new Irving Trust Build- 
ing, the recently organized Fiduciary Trust 
Company of New York has postponed for- 
mal opening to June third. Recently the 
company increased its capital from $500,- 
000 to $1,000,000 and will start with sur- 
plus and reserves of about $1,500,000. The 
board of directors is to be headed by Pierre 
Jay, formerly Federal Reserve agent in New 
York and the president is D. W. MacCor- 
mack. Additional members of the board of 
directors are: Harold C. Whitman, Carl 
Tucker, William H. Wheelock, William Bb. 
Warner and Henry L. Shattuck. 


Robert G. Rouse, formerly second vice- 
president of the Guaranty Company of New 
York has been appointed second vice-presi- 
dent of the Guaranty Trust Company. 











JOINS EXECUTIVE FAMILY OF MARINE 
MIDLAND GROUP, INC., AND MARINE 
TRUST COMPANY 
Walter W. Schneckenburger, who has been 
vice-president of the Chase National Bank 
of New York since June 1930 and prior to 
that was vice-president of the Seaboard Na- 
tional & Equitable Trust Company, has been 
elected executive vice-president and a direc- 
tor of the Marine Midland Group, Inc., ac- 
cording to announcement by George E. 
ker, president of the group. Subsequent an- 
nouncement from George F. Rand, president 
of the Marine Trust Company of Buffalo, 
advised also of the election of Mr. Schneck- 
enburger as a vice-president of that company 
as well as the election of Carlton LV. 

director. 


Bec- 


Cooke 


as a 


























WALTER W. SCHNECKENBURGER 


Elected Executive Vice-president aud Director of the Marine 
Midland Group, Ine. 


Prior to coming to New York City Mr. 
Schneckenburger was managing director of 
the Buffalo branch of the Federal Reserve 
bank of New York from 1921 to 1929. He 
has been engaged in banking in Western 
New York since 1902 and was associated 
With a group of banks in and around War- 
saw, N. Y., until his appointment to the 
Buffalo Federal Reserve branch. He as- 


sumed his new duties with the Marine Mid- 
land group and the Marine Trust Company 
on May 15th. 

Carlton P. Cooke, the newly elected direc- 
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tor of the Marine Trust Company is vice- 
president of the Lake Erie Trading Cor- 
poration and a director of the Niagara Ar- 
bitrage Corporation. He is active in 
Buffalo civie affairs. 

The Marine Midland Group embraces six- 
teen banking and trust company institutions 
including the Marine Midland Trust Com- 
pany of New York City, having a total of 
307 directors, representing 953 different in- 
dustrial, railroad, public utilities, banking 
and other corporations. 

J. Spencer Weed, president of the Grand 
Union Company has been elected a director 
of the Marine Trust Company of New York 
City. 


also 


DELAWARE CORPORATION LAW AND 
EQUITY PRACTICE 

The Corporation Trust Company of New 
York announces the publication of a new 
volume on “Delaware Corporation Law and 
Equity Practice.” prepared for the company 
by Charles C. Keedy of the Delaware Bar. 
It is a textbook on Delaware corporation law 
in which the sections are arranged in logi- 
eal sequence under appropriate headings con- 
venient to the corporation lawyer. It brings 
together the law, citations and analysis of 
cases by provision to facilitate exhaustive 
study and covering for the first time the 
corporation law, the franchise tax law, equity 
practice and rules of the court. 

The Corporation Trust Company, which 
has a nationwide organization with offices in 
leading cities, specializing in incorporation, 
stock transfer and numerous tax services, 
announces the opening of an additional office 
at Dallas, Tex.. in charge of Francis F. Bo- 
kern. The Texas office is the twenty-fourth 
in the system established by the Corporation 
Trust Company. 

Walter H. Wernsing has been elected as- 
sistant trust officer of the Hibernia Company 
of New York. 

Robert T. Tate, for the past three years 
connected with the Curtis Publishing Com- 
pany, has joined the advertising firm of 
Albert Frank & Company. 

The New York University Council has 
elected Samuel F. Streit, president of the 
New York Stock Clearing Corporation, and 
Orrin R. Judd, vice-president of the Irving 
Trust Company, as member of the council. 

Governor Roosevelt has signed the Fearon- 
Wallace franchise tax bill which will accord 


the savings banks of New York an annual 
savings of 40 per cent in taxes, amounting 


to about $2,200,000. 
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TRUSTEED INCOME ESTATES, INC. 

Completion of the organization and the 
first public offering of a systematic invest- 
ment plan known as Trustees Income Es- 
tates, Incorporated, is announced by Income 
Founders Corporation, New York, which has 
just opened a banking floor at 521 Fifth 
evenue. Periodic payments of $10 to $s0 
monthly, or their equivalents, are accepted 
under this plan for 120 months, for the pur- 
pose of building financial estates with prompt 
re-investment of all distributions and ac- 
cumulation of profits over the entire period. 
At maturity, investors may elect to receive 
the cash value, a proportionate share of the 
trust property or continue participations un- 
der supervision of the trustee. A feature of 
the plan is a provision that investors may 
make all payments direct to the trustee of 
Trusteed Income Estates, the Foreman-State 
Trust & Savings Bank, Chicago, which is 
also trustee for the underlying trust, Selec- 
ted American Shares. 


The New York Clearing House has re- 
duced the rates of interest that its members 
may pay on demand deposits of individuals, 
corporations and out-of-town banks to % of 
1 per cent. The rate previously allowed was 
1 per cent. 


MORTGAGE LOANS BY PRUDENTIAL 
INSURANCE COMPANY 

Mortgage loans amounting to $37,163,187 
were made by the Prudential Insurance Com- 
pany of America during the first three 
months of 1931. While the total loaned dur- 
ing the first quarter of this year was less 
than that disbursed over a similar period 
in 1930, the farm loans showed an increase. 
There were 1715 of these, as against 13238 
last year, for a total of $7,838,314 in 1981, 
compared with $6,254,079 in 1930, 

Group life insurance protection for 90 
employees of the San Diego Trust & Savings 
Bank of San Diego, Cal., has been acquired 
through a policy issued by the Prudential 
Insurance Company of America. The total 
amount of the policy involved is $197,000, 

Central American countries have suffered 
from the decline in the price of their chief 
product for export—coffee, but if prices re- 


_ main around their present levels it may be 


said that this group has passed through the 
worst of the worldwide economic depres- 
sion, according to H. A. Jordan, assistant 
manager of the foreign department of the 
Central Hanover Bank & Trust Company of 
New York, who has just returned from an 
extended stay in Central America. 





CONDITION OF GREATER NEW YORK TRUST COMPANIES 


American Express Bank & Trust Co.... 
Anglo-South American Trust Co........... 
Banca Commerciale Italiana Trust Co...... 
Bank of Europe & Trust Co 

Bank of Sicily Trust Co 

Bank of Manhattan Trust Co............. 
SEE Oe Se oS 6 
I EIN ois 6 yoo w s.'vie a 0 40%. 9's 
Bronx County Trust Co 

Brooklyn Trust Co 

Central Hanover Bank and Trust Co.... . . 
Chemical Bank & Trust Co............... 
City Bank Farmers Trust Co 

Corn Exchange Bank & Trust Co.. 
Corporation Trust Co.. 

County Trust Co 
ES aw ae cases sass 
Fulton Trust Co......... 
Guaranty Trust Co oe 
NE ee 
International Trust Co............. 
Irving Trust Co 

Kings County Trust Co 

Lawyers Trust Co 

Manufacturers Trust Co................. 
Marine Midland Trust Co................ 
New York Trust Co 

Times Square Trust Co 

Title Guarantee & Trust 

Underwriters Trust Co 

United States Trust Co 


Capital 


10,000,000 
1,000,000 
2,000,000 
1,000,000 
1,500,000 

22,250,000 
6,000,000 

25,000,000 
1,550,000 
8,200,000 


. 21,000,000 


21,000,000 
10,000,000 
15,000,000 
500,000 
4,000,000 
6,000,000 
2,000,000 


-. 90,000,000 


3,000,000 
3,200,000 
50,000,000 
500,000 
3,000,000 


. 27,500,000 


10,000,000 
12,500,000 
1,000,000 
10,000,000 
1,675,000 
2,000,000 


March 25, 


Surplus and 
Undivided 
Profits, 


$5,538,400 
733,400 
2,092,700 
819,600 
1,000,000 
54,517,900 
14,368,800 
87,395,200 
1,209,000 
21,086,300 
88,207,800 
43,709,800 
12,828,700 
32,579,200 
120,600 
4,576,400 
8,023,700 
3,426,300 
208,068,600 
2,168,700 
1,995,900 
85,285,400 
6,479,500 
4,526,500 
23,947,700 
9,551,400 
36,051,800 
981,700 
24,988,800 
1,440,000 
27,672,400 


1931 March 25, 


Deposits, 


$25,582,700 
6,387,000 
15,266,000 
12,768,300 
10,892,900 
397,367,800 
95,373,600 
624,060,900 
21,659,600 
128,397,200 
607,017,400 
312,228,000 
40,889,600 
235,566,500 
62,400 
21,976,200 
sl, pan 800 
18,285,300 


1,212'101,200 


10,527,900 
8,354,400 
494,154,700 
26,796,500 
21,065,500 
215,944,900 
67,699,900 
278,381,800 
1,859,500 
43,167,000 
9,251,600 
56,188,900 


Par 
1931 


100 
100 
100 
25 
100 
100 
10 
20 
100 
20 
10 
20 
20 


"25 
20 
100 
100 
100 
20 
10 


Bid 
195 
218 

50 


701% 


545 


8914 


29 
402 
210 


3934 


76 
97 


“3414 


46 
325 
418 
115 

12 

297% 


2450 
“4014 


135 


414 
118 


20 


2750 


Asked 


210 


o 25 


asd 


60 


“73% 
565 i 
921% 
34 
412 
215 
4134 
79 
101 


361% 
49 
375 
423 
125 
15 

31% 
2650 


ae 
4214 


140 
6% 
123 
ro 
2950 
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Philadelphia 
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TRUST FUNDS PASS THE FIVE 


BILLION MARK 

For the first time in the history of trust 
company development in Pennsylvania and 
covering a period of over a century, the ag- 
gregate of trust funds administered by trust 
companies and banks in this commonwealth, 
has passed the five billion dollar mark and 
with corporate trusts substantially above the 
six billion total. The remarkable manner in 
which trust business continues to flourish in 
the face of general business depression is 
demonstrated by comparison covering the pe- 
riod from March 17, 1930 to March 25, 1931. 
This reveals an increase of $409,151,935 in 
trust funds and $88,044,000 in corporate 
trusts as against an increase, during the 
same period, of $86,205,000 in the banking 
resources of all state chartered banking in- 
stitutions and of $41,025,000 increase in sav- 
ings deposits. 

The fact that trust funds increased dur- 
ing this twelve month period at a ratio of 
over ten to one as compared with banking 
resources and of more than twenty to one 
as compared with an $18,000,000 increase in 
deposits, can be interpreted in no other way 
than that the protection afforded by trust 
company service makes a stronger appeal to 
the people in time of general depression than 
during periods of prosperity. While testa- 
mentary trusts and probate of estates ac- 
count for a large proportion of the increase 
in trust funds under administration, it is 
significant that living trusts, life insurance 
trusts, custodianship accounts, ete., repre- 
sent the fastest growing type of new trust 
business. This is clearly evidence that the 
average man of large or moderate means as 
well as investors are inclined to place great- 
er reliance upon the reliable character of 
trust company service than upon their indi- 
vidual judgments at a time like the present. 
An important influence doubtless is the ad- 
mirable record of safety of administration 
made by the trust companies of Penn- 
sylvania. This was confirmed in the tabula- 
tion of official records of state banking de- 
partments which appeared in the January, 
1931, issue of TRUST COMPANIES, wherein the 
recently resigned Secretary of Banking for 
Pennsylvania reported: “Since I have been 
connected with the Pennsylvania Department 
of Banking, which is some twenty-four years, 
I have never known a dollar to be lost to a 
cestui que trust because of any mismanage- 
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ment or malfeasance on the part of a trust 
company under supervision of this depart- 
ment.” 


PENNSYLVANIA BANKERS IN 
CONVENTION 


Important questions of current interest af- 
fecting both the practical conduct of bank- 
ing and the problems that must be solved 
in connection with business recovery, were 
discussed at the recent thirty-seventh annual 


convention of the Pennsylvania Bankers As- 


sociation held in Atlantic City. The asso- 
ciation went on record as favoring a reduc- 
tion in the rate of interest paid on savings 
accounts in commercial banks and trust com- 
panies from 4 to 3 per cent and also approved 
a number of constructive recommendations 
submitted in the various committee reports. 

The star feature of the first session was 
an address by United States Senator David 
A. Reed who took occasion to oppose the 
suggestions made at the recent International 
Chamber of Commerce gathering as regards 
cancellation of interallied debts and a lower- 
ing of the tariff. His views were diametri- 
cally in opposition to those expressed at a 
subsequent session by Dr. E. M. Patterson 
of the University of Pennsylvania who fa- 
vored cancellation of war debts and the low- 
ering of tariff schedules. 

The second day’s morning session was 
reserved for the Trust Company Section of 
the Pennsylvania Bankers Association. In 
the afternoon the bankers discussed interest 
rates On Savings, withdrawal privileges, uni- 
form methods of computing interest and 
change in rates. Addresses were made at 
the closing session by President Stephenson 
of the American Bankers Association and 
David Lawrence. 
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ANNUAL MEETING OF TRUST COMPANY 
SECTION, PENNSYLVANIA BANKERS ASS’N 

Matters of prime importance affecting 
trust company relations and administration 
were the subject of discussion and committee 
reports at the annual meeting of the trust 
company section of the Pennsylvania Bank- 
ers Association held recently in Aulantic 
City in conjunction with the convention of 
the state association. The meeting was pre- 
sided over by Carl W. Fenninger, vice-presi- 
dent of the Provident Trust Company of 
Philadelphia, as chairman of the section. He 
presented a report which surveyed the ac- 
tivities of the section during the past year, 
notably the efforts to prevent the passage of 
a series of so-called “lawyers” bills” by the 
legislature and relating to the practice of 
the law in connection with trust service. 
The work done in opposing these bills was re- 
ported in greater detail in the report of Ed- 
gar A. Jones as chairman of the special 
Committee on Legislation Relative to the 
Practice of Law. Another report of current 
interest was that submitted by Frank G. 
Sayre, of Philadelphia which reviewed the 
progress in securing constitutional amend- 
ment widening the scope of investments 
legal for trust funds in Pennsylvania. 





ALEXANDER P. REED 


Who has been elected President of the Trust Company 
Section of the Pennsylvania Bankers Association 


Franklin 8S. Edmonds of Philadelphia, pre- 
sented a survey of legislation affecting trust 
companies enacted in Pennsylvannia in 1931. 
He reviewed the progress of reciprocity in 
inheritance taxation and the judicial de- 
cisions relating to this subject. He referred 
to the bills introduced by lawyers regarding 
practice of the law and the advance in se- 
curing liberalization of trust investments. 
Other pending bills discussed referred to the 
enlargement of the jurisdiction of the Or- 
phans Courts as regards control, removal, 
discharge and settlement of accounts of 
trustees or trusts inter vivos and accounts of 
trustees of life insurance trusts whether 
taking effect during lifetime or at or after 
the death of the insured or settlor; bills en- 
larging the legal rights of married women; 
bills relating to principal and income and 
other miscellaneous bills. 

The election of officers for the trust com- 
pany section for the ensuing year, resulted 
as follows: 

Chairman, Alexander P. Reed, vice-presi- 
dent Fidelity Trust Company of Pittsburgh: 
vice-chairman, John C. Reading, chairman of 
the board of the Lycoming Trust Company, 
Williamsport; treasurer, J. A. G. Campbell, 
president of the Delaware County Trust Com- 
pany, Chester, and secretary, Robert U. Frey, 
assistant treasurer of the Pennsylvania Com- 
pany for Insurances on Lives and Granting 
Annuities, Philadelphia. 


Loans of state chartered banks and trust 
companies of Pennsylvania decreased $162,- 
106,563, during the year ended March 25, 
1931, and investments in bonds have _ in- 
ereased $173,740,610, showing a gradual 
vrowth in the building of a secondary re- 
serve. 

J. Willison Smith, president of the Real 
Estate-Land Title & Trust Company of 
Philadelphia, has been elected a director of 
the Fidelity Mutual Life Insurance Company 
of Philadelphia, succeeding T. Comly Hunter, 
deceased. 

Plans are going forward for the reorgani- 
zation and reopening of the Darby Bank & 
Trust Company of Darby, Pa. 

The Federal Reserve Board announces the 
granting of full trust powers to the First 
National Bank of Reynoldsville, Pa. Andrew 
Wheeler, president of the bank, has been 
named trust officer in addition to continuing 
as president. 

The First National Bank & Trust Company 


of Waynesboro, Pa., shows an increase of 


over two million in total resources for the 
past year. 


reir 
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BANKING DEPARTMENT WILL CALL FOR 
MONTHLY STATEMENTS FROM BANKS 
Considerable interest has been aroused 

among Pennsylvania bankers as to new poli- 

cies of supervision to be inaugurated as a 


result of the forced retirement of Peter G. 
Cameron as secretary of the State Bank- 


ing Department and the appointment of Dr. 
William D. Gordon in his place by Governor 
Pinchot. Some indication of changes in the 
department was conveyed in the course of a 
recent address by Secretary Gordon in which 
he announced that he would ask every bank 
and trust company under his jurisdiction to 
render monthly reports regarding time and 
demand deposits, time and demand bills pay- 
able and the cash reserve position of each 
institution. 

“Monthly reports,” said Secretary Gordon, 
“will show us whenever there is a slow 
seepage of deposits, which eventually be- 
comes a big run on a bank. The Secretary 
of Banking needs this information before 
him so he can concentrate upon the weak- 
nesses of certain banks to prevent them from 
expiring altogether.” 


George Mowry has been elected president 
of the First Savings & Trust Company of 
Derry, Pa. He succeeds the late Frank H. 
Kelly. 

Directors of the Real Estate Trust Com- 
pany of Philadelphia have declared the regu- 
lar semi-annual dividend of 3 per cent, and 
an extra of 1 per cent on its $3,131,200 of 
paid-in capital. 

Peter G. Cameron, who resigned recently 
as Secretary of Banking of Pennsylvania, 
has assumed his new duties as president of 
the Mechanics Trust Company of Harrisburg. 

Arthur W. Soser has been promoted from 
vice-president to president of the Allison Hill 
Trust Company of Harrisburg, Pa., succeed- 
ing the late Alfred G. Eden. 





BILL RELATING TO LIFE INSURANCE 
TRUSTS VETOED BY PENNSYLVANIA 
GOVERNOR 
A bill passed by both houses of the Penn- 
sylvania legislature at the 1931 session and 
relating to a change in the application of 
the rule against perpetuities in case of life 
insurance trusts created for the benefit of 
children or issue of the settlor, but which 
was vetoed by the Governor, reads as 

follows: 

“That in the case of life insurance trusts 
hereafter created generally for the benefit 
of the children or issue of the insured or 
settlor whether taking effect during the life 
time or at or after the death of the insured 
or settlor the rule against perpetuities shall 
be so construed that the term ‘life or lives 
in being’ shall include a natural child or 
children of the insured or settlor born after 
the date of creation of the trust.” 

In vetoing this bill the Governor of Penn- 
sylvania gave the following reasons: 

“The purpose of this bill is to change the 
application of the rule against perpetuities 
in cases of life insurance trusts created for 
the benefit of the children or issue of the 
settlor. It would permit the phrase “life or 
lives in being’’ to be interpreted in one class 
of trust instrument—and only one class—to 
include a natural child or children of the 
settlor, born after the creation of the trust. 

This interpretation for a single class of 
trust-creating document would destroy the 
existing uniformity of the application of 
the rule against perpetuities. The result 
would be confusion and uncertainty in a 
field of legal interpretation where there is 
now Clarity and certainty.” 





Miners Bank of Wilkes-Barre, Pa., and the 
Wyoming Valley Trust Company, through 
their boards of directors, have voted to con- 
solidate. 
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USEFUL BOOKLET ISSUED BY INTEGRITY 
TRUST COMPANY 

The Integrity Trust Company of Philadel- 
phia has issued an instructive booklet which 
describes plans for building and conserving 
estates. It is written for the layman who 
desires to post himself on the modern meth- 
ods of estate conservation. By following 
its counsel an estate-owner may throw safe- 
guards about his dependents and assure them 
the maximum income from their inherit- 
ances. 

This book also suggests measures by which 
persons who now have the responsibility of 
the care and management of investments 
may find relief and added security. Some 
of the subjects treated are, “The Ideal Way 
to Build and Conserve a Substantial Estate,” 
“Wills and Their Purposes,” “Living and Life 
Insurance Trusts,” “Business Insurance 
Trusts,” and the “Custodianship of Securi- 
ties.” 


BANKING CHANGES IN THE PHILADEL- 
PHIA RESERVE DISTRICT 

The annual report presented by Chairman 
R. L. Austin of the Federal Reserve Bank 
of Philadelphia for the year 1930, shows 
that the number of active member banks in 
the district declined from 764 to 753. One 
new national bank was organized and two 
state banks admitted to membership. There 
were four consolidations of member banks 
with non-members, eight consolidations be- 
tween member banks, the suspension of one 
bank and one withdrawal from membership. 
Of the more than 2,100 banks in the district 
there were 117 reported as members of chain 


or group systems. Branches are maintained 
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by 140 banks and number of branches in the 
district amounted to 313. 

Fourteen applications of national banks 
for fiduciary powers were granted, making 
total of 26S rational banks in the district 
possessing jiduciary authority. 

PENNSYLVANIA BREVITIES 

The Tradesmen’s National Bank & Trust 
Company of Philadelphia reports banking re- 
sources of $52,706,000 with capital of $8,- 
300,000; surplus $4,700,000 and net undi- 
vided profits of $1,010,920. 

The Camden Safe Deposit & Trust Com- 
pany of Camden, N. J., reports banking re- 
sources of $35,990,000 with capital of $1,000,- 
000; surplus, $8,600,000 and undivided prof- 
its, $1,020,949. 

A bill is pending in the Pennsylvania leg- 
islature to subject private banks to control 
and supervision of the state banking depart- 
ment. 

The first National Bank of Meadville, Pa., 
has absorbed the First National Bank of 
Saegertown. 


FINANCIAL ADVERTISERS ASSOCIATION 
IN NEW JERSEY 

To provide for closer contacts and period- 
ical conferences, the New Jersey members of 
the Financial Advertisers have 
organized an informal association, An- 
nouncement of this movement is made by 
Leopold A. Chambliss, assistant vice-presi- 
dent of the Fidelity Union Trust Company 
of Newark and vice-president of the Adver- 
tising Club of Newark. Miss Mary K. Hoyt, 
assistant and treasurer of the 
Montclair Company has been elected 
secretary. 


Association 


secretary 
Trust 





CONDITION OF PHILADELPHIA TRUST COMPANIES 


Surplus and 
Undivided 
Profits, 
Mar. 25, 1931 Mar. 25, 1931 Value 


Capital 
$1,000,000 
1,000,000 


Central Trust & Savings 

Continental Equitable 
Fidelity-Philadelphia Trust Co 
Frankford Trust Co 

Franklin Trust Co 

Germantown Trust 

Girard Trust Co 

Industrial Trust Co 

OES SS ee ee 
Kensington-Security Bank & Trust ... 
Liberty Title & Trust as 
Ninth Bank and Trust............... 
North Philadelphia Trust 
Northern Trust 
Northwestern Trust Co 
Penna. Co. for Insurances 
a Sere 
Real Estate Land Title and Trust..... 7,500,000 
Real Estate Trust ... 3,131,200 
United Security Trust................ 750.000 


4,000,000 
882,251 
2,987,920 
1,300,000 
1,000,000 
1,375,000 
500,000 
500,000 
200,000 
8,400,000 
.. 3,200,000 


Par Date of 
Sale 
2-25-31 
3-11-31 
4-29-31 
9-25-29 
l- 7-31 
2-11-31 
5-13-31 
2-21-31 
4-29-31 
5-21-30 
2- 4-31 
2-11-31 
11- 5-30 
4- 9-30 
11-19-30 
4-29-31 
3-23-31 
5-13-31 


Last 
Sale 


Deposits, 


$1,966,170 
3,099,855 
26,540,545 
2,206,703 
7,699,704 
4,299,031 
17,680,079 
4,525,702 
15,951,885 
4,246,203 
1,759,704 
3,260,319 
1,515,644 
3,996,212 
2,695,081 
36,252,554 
17,076,720 
16,832,071 
2,478,684 
787,479 


$6,321,232 10 
16,135,232 5 
116,883,260 100 
10,137,747 10 
29,579,306 10 
22,456,679 10 
87,941,468 10 
17,661,829 10 
60,928,589 10 
18,375,709 50 
7,099,457 50 
22,581,129 10 
8,226,737 50 
13,079,691 100 
8,198,700 10 
274,999,785 10 
31,555,069 100 
44,661,251 10 
6,731,859 100 
8,942,069 100 
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Boston 


Special Correspondence 
ANTI-PRACTICE OF THE LAW BILL 


Two bills have been introduced during the 
current session of the Massachusetts legis- 
lature which affect relations of trust com- 
panies with the members of the bar. One 
is known as the anti-advertising bill which 
is hardly likely to secure sanction because of 
its radical character. It reads: 

“Any person, corporation or 
who, in a pamphlet, circular, adver- 
tisement or advertising sign, or otherwise in 
writing, represents that it is competent or 
authorized to act as administrator, executor 
or trustee shall be punished by a fine of not 
more than five thousand dollars. 

The unjustifiable nature of such drastic 
restraint upon the solicitation of trust busi- 
ness is not only based upon the invasion of 
the lawful rights of trust companies to de- 
velop the functions secured by their charters, 
but also the measures taken voluntarily by 
the trust companies to prevent any advertis- 
ing or methods of solicitation which might 
give lawyers reasonable cause for criticism. 
For several years a committee of the Corpo- 
rate Fiduciary Association of Boston has 
acted with a committee of the Bar <Associa- 
tion with the result that all advertising of 
trust companies, with possible rare excep- 
tions, is of a character which is generally 
acceptable. 


association 


book, 


The second bill before the legislature aims 
at the unauthorized practice of the law and, 
at this writing, is up for third reading in 
the House and follows in a general way the 
measures introduced by bar associations in 
a number of other state legislatures. The 
proposition has been made to the legislative 
committee by the Corporate Fiduciaries As- 
sociation of Boston for the creation of a 
joint committee for the purpose of drawing 
up a code of ethics for the guidance of cor- 
porate fiduciaries. The Massachusetts Trust 
Company Association has also provided for 
a committee to draw a code of ethics by 
which member banks and trust companies 
would be governed in soliciting trust busi- 
hess, and drafted as to give any bank un- 
favorable notice which violates its dictates. 


= 


OFFICERS OF CORPORATE FIDUCIARY 
ASSOCIATION 

At the recent seventh annual meeting of 

the Corporate Fiduciaries Association of 

Boston, the following officers were elected 

for the coming year: Wm. R. Herlihy, Jr., 

State Street Trust Company, president; 


Capital 
$3,000,000 


Surplus 
$3,500,000 


Cordial Cooperation 


in handling Boston 
and New England 
banking and fidu- 
clary matters with 
promptness and ef- 
ficiency is to be 
found at 


The STATE STREET TRUST 
COMPANY 


ALLAN Forsgs, President 
BOSTON, MASS. 
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Burrage, Boston Safe Deposit & 


Francis J. 
Trust Company, vice-president; A. Stanley 
North, First National Bank, treasurer; Har- 
old B. Driver, Old Colony Trust Company, 
secretary. Executive Committee: Frederick 
A. Carroll, National Shawmut Bank, and 
Charles Weston, Atlantic National Bank. 

Robert H. Gardiner, president of the Fidu- 
ciary Trust Company of Boston, was the 
principal speaker at the banquet. 


FIRST NATIONAL OF BOSTON INCREASES 
RESERVE 

Consistent with traditional and conserva- 
tive policy the directors of the First National 
Bank of Boston have set aside contingent 
reserve funds of $10,000,000 to provide for 
any depreciation in loans and investments 
and to make ample provisions for future con- 
tingencies. The March 25th financial state- 
ment of the bank showed capital of $44,500,- 
000; surplus and profit, $41,844,000, with re- 
serves for dividends, taxes, ete., $5,960,017. 
Surplus and undivided profits showed an in- 
crease of $768,541 for the first quarter of the 
year. Resources aggregated $699,100,063, ex- 
clusive of the figures of the affiliated Old 
Colony Corporation and First National Old 
Colony Corporation. Deposits amounted to 
$538,213,000. 
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TRUST DEPARTMENT BUSINESS 
CONTINUES ITS STRIDE 

In contrast to general business conditions 
the trust departments of Boston trust com- 
panies and banks continue to record a high 
level of activity and continued accumulation 
of new accounts and appointments. During 
the first quarter of the current year the trust 
companies of this city report an increase of 
$14,000,000 in personal trust business bring- 
ing the aggregate to over $730,000,000, ex- 
clusive of large volume of trust business ad- 
ministered by national banks, including the 
National Shawmut Bank and the Atlantic 
National. 

Of the approximately $720,000,000 of per- 
sonal trust business reported by Boston trust 
companies, the four leading trust companies 
account for $662,000,000. The following shows 
the amount of trust funds held by the four 
largest trust companies as of March 25, 1931, 
compared with returns for December 31, 
1930. 

Mar. 25, 1931 Dec. 31, 1930 
Old Colony Trust.............$282,395,143 $274,158,081 
Boston Safe Dep. & Tr........ 208,642,860 205,837,578 
New England Trust........... 118,241,163 121,934,070 
State Street Trust........ 53,716,721 53,020,162 

Noteworthy also is the advance in trust 
business recorded by trust companies organ- 
ized within recent years by prominent local 
banking and investment firms. The Lee-Hig- 
ginson Trust Company reports an increase 
since the first of the year from $22,468,000 to 
$24,272,000; Harris Forbes Trust Company 
from $8,708,000 to $9,482,000. The Kidder 
Peabody Trust Company shows $14,284,000 
and the Day Trust Company $4,821,000. 


A bill with regard to appeals from the 
Board of Tax Appeals has been passed by 
the Massachusetts legislature and signed by 
the governor. 
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BANK MERGER IN PORTLAND, MAINE 


In accordance with authority obtained 
from the State Banking Commission the Fi- 
delity Trust Company of Portland, Me., has 
purchased the assets and business of the 
Sanford National Bank of Sanford and of 
the Limerick National Bank of Limerick, Me. 
The Sanford Bank reports assets of $4,239,- 
000 and the last statement of the Limerick 
bank shows deposits of $750,000. The Fidel- 
ity Trust Company of Portland now has as- 
sets in excess of $34,000,000. 


NEW ENGLAND BREVITIES 


A bill has been advocated to create a spe- 
cial commission to revise and codify the 
laws of Massachusetts relating to coopera- 
tive banks and savings banks. 


Latimer W. Ballou of Woonsocket has been 
named State Bank Commissioner of Rhode 
Island by Governor Case. 


A bill is pending in the Massachusetts leg- 
islature which would permit domestic life 
insurance companies to invest in the stocks 
of Massachusetts trust companies and New 
England national banks, subject to certain 
requirements. 


Joseph Olney, vice-president and treasurer 
of the Broad Street Powell Company, has 
been elected to the board of managers of the 
Pawtucket office of the Rhode Island Hospi- 
tal Trust Company of Providence. 


Arthur B. Derbyshire recently resigned as 
assistant treasurer, to become cashier of the 
Fall River National Bank of Fall River, Mass. 


Robert V. Treat of South Manchester has 
been elected treasurer of the Broadway Bank 
& Trust Company of New Haven, Conn., suc- 
ceeding W. C. Peck, resigned. 


CONDITION OF BOSTON TRUST COMPANIES 


Capital 


Boston Safe Deposit and Trust Co....... $2,000,000 
Charleston Trust Co 200,000 
Columbia Trust Co 100,000 
Commerce and Trust Co 1,000,000 
SEDO 55 5 pe wale ue bins. 4 4 60 woo 6 2,500,000 
Exchange Trust Co 1,500,000 
Fiduciary Trust Co 

Harris Forbes Trust Co 

Jamaica Plain Trust Co 

Kidder Peabody Trust Co 

Lee Higginson Trust Co 

New England Trust Co 

Old Colony Trust Co 

State Street Trust C'o 

United States Trust Co 


Undivided Profits, 


Surplus and Assets, 
Trust Dept. 
March 25, 1931 


$208,642,860.10 


Deposits, 
March 25, 1931 
$19,343,982.10 

1,002,351.50 
788,321.35 


March 25, 1931 
$3,800,879.21 
45,190.99 
258,875,56 


384,056.08 
348,549.18 
1,624,741.27 
633,056.17 
125,566.37 
97,911.25 
306,674.25 
771,234.62 
3,908,226.18 
5,148,986.47 
4,152,224.46 
3,538,030.95 


5,178,293.16 
6,529,248.05 
4,996,216.32 
350,000.00 
2,864,839.98 
1,583,948.54 
2,589, 197.77 
12,177,724.94 
26,319,911.95 
3,702,917.05 
57,201,997.19 
9,055,811.82 


4,821,154.89 
1,495,845.75 
1,388,964.78 
9,482,782.21 
108,911.39 
14,234,828.30 
24,272,676.25 
118,241,163.39 
282,395,143.25 
53,716,721.17 
10,534,897.45 
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Chicago 


Special Correspondence 
BRANCH BANKING BILLS AROUSE 
OPPOSITION 

Illinois is generally regarded as the strong- 
hold of unit banking and as most invulner- 
able to encroachments of branch banking. 
With the smaller communities in the state 
contributing a full measure of banking sus- 
pensions and failures to the huge total of 
fatalities during the past year, the belief 
gained ground that public sentiment would 
become more lenient to the idea of legaliz- 
ing branch banks as an advance toward 
greater banking stability. In Chicago and 
in the absence of branch ‘banking privileges, 
some of the larger banks in the “loop” dis- 
trict have been quietly acquiring stock in- 
terest and in some cases control of outlying 
and suburban banks. It is generally ac- 
knowledged that such association has helped 
the situation in the outlying districts in view 
of heavy commitments of some of the inde- 
pendent banks in connection with 
tate financing. 


real es- 


Two bills have made their appearance in 
the Illinois legislature which seek to open 
the breach and provide an entering wedge 
for branch banking. One of these measures, 
introduced by Representative Ryan of Chi- 
aims to authorize a bank in a city 
having a population of more than 50,000 and 
having capital of not less than $50,000 and 
surplus of not less than $250,000 to estab- 
lish one or more branches in the county in 
which the bank is located. The advocates of 
the bill claim that its enactment will do 
much toward re-establishing confidence in 
the banking situation which has been severe- 
ly shaken in smaller communities through- 
out the state by numerous failures and as 
shown by heavy withdrawals. 

The Illinois Bankers Association is con- 
ducting vigorous opposition to any measure 
that might break down the present bars to 


cago, 
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branch banking. To combat branch banking 
sentiment the Association urges upon all 
unit banks to promote the plan of clearing 
house supervision and extension. The offi- 
cial bulletin of the association in comment- 
ing on the pending Ryan bill, says: 

“Even though this is a crude attempt to 
bring branch banking into Illinois, it is of 
sufficient moment to arouse the bankeis to 
the contemplated attack on the unit banking 
system. The question before them is, shall 
we have branch banking in the state or not; 
if not, then this bill should not become a 
law. If enacted it will be an entering wedge 
which will eventually bring about state-wide, 
and then nation-wide branch banking. By 
sufficient energy on your part in commu- 
nication with your senator and representa- 


tives this attempt to bring about a change 
in our banking system can be squelched.” 


REMARKABLE INCREASE IN TRUST 
BUSINESS 

While banking operations, in sympathy 
With prevailing business, have been register- 
ing low levels, the activity in trust depart- 
ment business in Chicago has been most pro- 
nounced. Visual evidence of this activity is 
to be witnessed in the trust departments of 
the leading trust companies of this city, 
where the general atmosphere is in marked 
contrast to that which obtains in banking de- 
partments, 

According to the latest summary of the 
Trust Division of the State Auditor of Pub- 
lic Accounts of Illinois, the trust companies 
and banks qualified to exercise trust powers 
in the state, have shown an increase of $157,- 
057,820 in trust assets during the year 1930 
and representing an addition of 12,017 fidu- 
ciary accounts. At the beginning of this 
year the trust companies and banks of the 
state were administering a grand total of 
trust business amounting to $5,146,305,333 
carried in 87,349 trust accounts. The sum- 
mary shows fifteen trust companies doing 
chiefly trust business, one hundred national 





728 


banks conducting trust departments and 198 
state banks engaged in trust service. Under 
the provisions of the Trust Act these legally 
qualified banks and trust companies had on 
deposit with the Auditor of Public Accounts 
$42,000,000 in approved securities. 


EXHIBIT OF AMERICAN BANKING DEVEL- 
OPMENT AT CHICAGO CENTENNIAL 
FAIR 


Responding to a resolution presented by 
Col. William G. Edens, vice-president of the 
Central Trust Company of Illinois, Chicago, 
and chairman of the public relations com- 
mission of the American Bankers Associa- 
tion, the executive council of the associa- 
tion, has approved the installation of an 
exhibit at the 19383 Chicago Centennial Fair, 
which will demonstrate the progress of 
banking within the last century. The resolu- 
tion presented by Col. Edens and adopted 
at the recent spring meeting of the executive 
council of the A. B. A. reads as follows: 

“The Executive Council of the American 
Bankers Association endorses the purpose of 
the city of Chicago to render a specific and 
practical service to humanity by helping it 
to better employ the ministrations of  sci- 
ence and improved methods of industrial or- 
ganization, and recommends to the associa- 
tion the organization of a display which will 
picture to the people of America the progress 
of banking methods within the century, the 
nature of the service now rendered by banks 
to society, and the purpose of American 
bankers by research and improved manage- 
ment steadily to enlarge the 
banking to society.” 


service of 
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CONTINENTAL ILLINOIS BANK AS 
TRUST COMPANY 

Ernest D. Brooks was elected second vice- 
president of the Continental Illinois Bank & 
Trust Company of Chicago at a recent meet- 
ing of the board of directors. Mr. Brooks 
relinquishes a second vice-presidency of the 
Continental Illinois Company to assume this 
bank office. He has been connected with 
the investment organizations of the Conti- 
nental Illinois and predecessor institutions 
for the past fourteen years and his new 
duties will be chiefly in connection with the 
bank’s investment account. 

The State Savings Loan & Trust Company 
of Quincy, one of the largest banks in Illinois 
to close its doors last year, has reopened 
for business with capital of $500,000 and 
surplus of $100,000. Irving J. Green has 
been elected president and Paul V. Deames 
as cashier. 

President James R. Leavell, of the Conti- 
nental Illinois Bank & Trust Company of 
Chicago, has accepted the treasurer’s job 
in the Boy Scout campaign for summer camp 
finances. 

ma; E. has been made cashier of 
the Peoples Savings Bank & Trust Company 
of Moline, Ill. 


George 


Foster 


Shallenberger, an official of the 
Marland Oil Company, prior to its consoli- 
dation with Continental Oil Company, has 
been made a vice-president of the Foreman- 
State Corporation. 

A city of 5,100,000 persons and a. metro- 
politan area with a population of 8,738,000 
is forecast for Chicago by 1960, according 
to the Chicago Association of Commerce. 
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Capital 
$500,000 
12,000,000 
75,000,000 
350,000 
. 25,000,000 
Foreman State National-Foreman State Tr. 11,000,000 
6,000,000 
600,000 
11,000,000 
3,000,000 
2,500,000 
800,000 
1,300,000 
1,000,000 
600,000 


Boulevard Bridge Bank : 

*Central Trust Co. of Illinois... .. 
Continental Illinois Bank & Trust Co 
Drovers Trust : 

+First Union Trust & First National...... 


Harris Trust 

Mercantile Trust...... 

**N ational Bank of the Republic. 
Northern Trust 

Peoples Trust and Savings............... 
Sheridan Trust 

Union Bank of Chicago 

West Side Trust.......... 

Woodlawn Trust 


Surplus and 
Undivided 
Profits, 
Mar. 31, 1931 

$599,018 
8,398,653 
72,017,435 
925,040 
29,081,278 
13,915,188 
7,824,538 
547,997 
5,677,776 
9,362,779 
1,571,029 
445,353 
1,336,397 
49,202 
421,893 


Deposits, Book 
Mar. 31, 1931 Value Bid Asked 
$11,268,229 219 300 310 
139,340,764 236 175 179 
856,409,995 22% 300 303 
6,696,792 36 540 560 
412,334,422 aos 395 398 
158,242,010 32: 300 
99,740,076 2 450 
10,289,009 250 
149,249,032 43 
63,142,535 : 413 
30,259,250 335 
8,728,201 150 
9,722,997 138 
13,174,700 240 
7,773,485 250 


*Central Trust Bank Value does not include Securities Co. 


+Stock owned by First National Bank. 
**$20 Par Value. 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 












Pittsburgh 


Special Correspondence 
PREPARING FOR A HOST OF INSTITUTE 
DELEGATES 

Pittsburgh bankers are determined to make 
the twenty-ninth annual convention of the 
American Institute of Bankers, to be held 
in this city June 8-12, a memorable occa- 
sion. The reservations indicate an attendance 
of 2,500 Institute members, representing up- 
ward of 300 cities and assembling in behalf 
of 74.000 members of the organization. At 
the general sessions the star speakers will 
be Dr. Edwin Mims, head of the English de- 
partment of Vanderbilt University of Nash- 
ville, Tenn., Rev. S. Parkes Cadman, D.D., 
radio speaker for the Federal Council of 
Churches and President Rome C. Stephen- 
son of the American Bankers Association. 

The business of the convention will be 
conducted through departmental conferences. 
Trust department work will form an impor- 
tant part of these sessions and other phases 
will embrace audits and accounting, bank 
administration, business development and ad- 
vertising, credits, investments and savings 
banking. On the evening of the second day 
the national convention debate will take 
place, the subject being: “Resolved, that the 
several states should enact legislation pro- 
viding for compulsory unemployment insur- 
ance to which the employer shall contribute.” 
Following the debate the national public 
speaking contest is scheduled resulting in the 
award of cash prizes provided by the A. P. 
Giannini Educational Endowment. 
ident of the Institute is 
United States National 
Colo. 


OPPOSITION TO LAWYERS’ BILL 

Pittsburgh banks and trust companies 
were well represented at the hearing con- 
ducted at Harrisburg before the legislative 
committee at which banking and trust com- 
pany interests of the state registered their 
united opposition to pending bills “defining 
and prohibiting the practice of law.” These 
measures would forbid banks and trust com- 
panies operating trust departments to ad- 
vise or their customers in planning 
their estates or advise or assist in the prepa- 
ration of wills and trust agreements or ren- 
der advice as to income or inheritance taxes. 
The bills would also make it a criminal of- 
fense for any bank or employee of a bank 
to give advice as to rights of parties to com- 
mercial paper, the rights to parties as to 
joint accounts or the rights and duties of 
holders of protested checks. 


The pres- 
Ben Aley of the 
Bank of Denver, 


assist 
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the Leading 
One Hundred 
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RESOURCES OVER 
$100,000,000 
* 
PEOPLES-PITTSBURGH 


TRUST COMPANY 
PITTSBURGH, PA. 








The corner stone was recently laid for 
the new building to be occupied by the Pitts- 
burgh branch of the Federal Reserve Bank 
of Cleveland. 

The Hill Top Savings & Trust Company 


of Pittsburgh recently transferred $25,000 
from undivided profits to surplus making 
that account $350,000. 


DIFFERING FEDERAL AND STATE INTER- 
PRETATIONS OF TRANSFER TAX 
(Continued from page 648) 

No final rule can be laid down, since both 
federal and state statutes are constantly 
changed as court decisions interpret the ex- 
isting laws, and there are as many cases close 
to the dividing line as the ingenuity of coun- 
sel and the constant desires of 
avoid succession or transfer taxes, suggest 
new plans of settlement. If a homely phrase 
may here be pardoned, everyone wants “both 
his penny and his cake” if he can get them. 


settlors to 


NotE—The above is an abridgement, by permission, with 
some additions to bring it down to date, of an article which 
appeared in the December, 1930 Issue of the University of 
Pennsylvania Law Review. Anyone desiring the full text of 
the article, which had also full case citations, can obtain it by 
writing to Mr. Runk in care of Provident Trust Company of 
Philadelphia, S. E. corner of 17th and Chestnut Sts. 



























































































































































































































































































































TRUST COMPANIES 


ESSENTIAL TO EVERY 
TRUST OFFICER 


The new and enlarged edition 
of 
TRUST INVESTMENTS 


By FRANK C. McKINNEY 
of the New York Bar 


Reliable and only authoritative book on the subject. 
General principles, state statutes and court decisions. 
Every trust officer, every trustee, corporate or individual, 
every lawyer, investment house and savings bank, should 
own this reliable work. 
CONTENTS 
1. General duties of Trustees, Execu- 2. Statutes of All States Carefully 


tors, Administrators and Guardians 
in the Care and Management of 
Estates; Liabilities of Trustees on 
Contracts and the Incurring of Ex- 
penses for Repairs and Improve- 
ments; Continuing Business and 
Investments of Decedent. 


Compiled. 


. Statutes Governing Investments by 


Savings Banks. 


. Brief and Accurate Digest of Court 


Decisions of Every State. 


5. List of Investments Legal in Con- 


necticut, Massachusetts and New 
York. 


600 pages—Attractively bound 
in Koda Leather. Price $5 00 


TRUST COMPANIES Magazine, Book Department 
55 Liberty Street, New York. 


Gentlemen: Enclosed please find $5.00 (check or money order), for which 
kindly send me copy of ““Trust Investments,” by Frank C. McKinney; or you may 
send me copy on approval. 


Make check or draft payable to TRUST COMPANIES Publishing Association 
55 Liberty Street, New York 





TRUST 


St. Lovis 


Special Correspondence 


DEALING WITH FAULTY AND DEPRE- 
CIATED BANK ASSETS 

A program of attrition whereby bad, ques- 
tionably and depreciated bank assets may 
be gradually pared down and thus make for 
greater stability and reduced fatalities, has 
been inaugurated by the Missouri Commis- 
sioner of Finance, 8. L. Cantley, in the form 
of notification sent recently to all state banks 
and trust companies of Missouri. The rules 
and policies laid down are not merely rec- 
ommendations, but are presented in the form 
of requirements which will be enforced by 
the banking authorities insofar as individ- 
ual banks are able to meet them. The Com- 
missioner makes it plain that the specific 
conditions sought to be remedied are at pres- 
ent existent as shown by examinations made 
since the first of the year. 

The remedies prescribed by the Missouri 
Commissioner are such as might well be ap- 
plied in all states where the toll of bank 
failures has been particularly heavy and 
where banks are struggling with depreciated 
or frozen The first objectionable 
feature cited is that which relates to the 
item of “other real estate.’ The Commis- 
sioner demands that at least 10 per cent of 
the carrying value of “other real estate” 
should be charged off each year so that at the 
end of six years, such real estate could be 
readily sold. A similar charge off is sug- 
gested for second mortgages and especially 
where there is a heavy first mortgage on the 
property. Bonds in default should be charged 
off during a period of four years and the 
same rule should apply to depreciation of 
bonds not listed or bonds having a rating 
that indicate no early return to reasonable 
market value. Likewise, any accrued inter- 
est on bonds bought should be charged to 
interest paid and no bonds should be car- 
ried on the books at more than purchase 
price. As to public funds, the Commissioner 
states that no such funds should :be accepted. 
except at low rate of interest and that in no 
case should the assets of any bank be pledged 
to secure any particular account. The sum 
total of all classes of public funds should not 
exceed 10 per cent of the total deposit liabil- 
ity. 


assets. 


The Missouri Bankers Association has es- 
tablished a record of 100 per cent member- 
ship, including all commercial and savings 
banks, both state and national and trust 
companies in Missouri. 
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CONVENTION OF MISSOURI BANKERS 

While practical and current banking mat- 
ters received due attention the bankers at- 
tending the recent 41st annual convention of 
the Missouri Bankers Association at Excel- 
sior Spring, embraced the opportunities and 
the delightful environs to obtain brief res- 
pite from their unusual cares. As customary, 
the speakers and topics were selected with 
an eye to problems and questions of vital 
interest. President R. Waldo Holt gave an 
interesting account of his stewardship and 
dwelt upon improved banking conditions. 

Among the leading speakers were William 
G. Brown, vice-president of Moody’s Inves- 
tors Service, who discussed “‘Sound Bank In- 
vestment Policies,” Paul Bestor, Farm Loan 
Commissioner, on “Federal Intermediate 
Credit Banks”; Dr. Harold Stonier, national 
educational director, A. I. B., “Good Things 
from Bad Times” and Robert P. Brewer, 
vice-president of the Chatham Phenix Na- 
tional Bank & Trust Company of New York, 
on “The A. B. C. of Recovery.” 

Two interesting forum discussions were 
conducted. One was presided over by Earle 
E. Amick, vice-president of the First National 
Bank of Kansas City, at which the subjects 
related to compensation for banking services, 
desirability of public funds for deposit; di- 
versification of loans and investments, finan- 
cial statement analysis and interest on de- 
posits. A forum on legal questions was pre- 
sided over by William M. Martin, governor 
of the St. Louis Reserve Bank. 


JOHN G. LONSDALE ELECTED VICE- 
PRESIDENT U. S. CHAMBER OF 
COMMERCE 
John G. Lonsdale, president of the Mercan- 
tile-Commerce Bank & Trust Company, was 


elected vice-president of the United States 
Chamber of Commerce at the recent annual 
convention held in Atlantic City. He pre- 
viously had been elected to fill out the un- 
expired term of another member. 

Mr. Lonsdale, who retired last October as 
president of the American Bankers Associa- 
tion, has been an active worker in the na- 
tional chamber for many years and has 
served as a member or chairman of many 
of its most important committees. At the 
recent convention he presided as chairman 
of the finance department at one of the 
round-table conferences at which present-day 
banking problems were discussed. 

J. Hugo Grim, formerly judge of the St. 
Louis Circuit Court and subsequently as- 
sociated with the Boatmens Bank of St. Louis 
has resumed the practice of law in that city. 
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INCOME TAX AND BANKING 
LEGISLATION 

The 1931 legislative session in Missouri 
is credited with an unusually constructive 
record, not only for active measures enacted 
but also for rejecting radical proposals. One 
of the more important measures passed is 
the Gary graduated income tax bill which 
is acceptable to business interests and which 
is expected to yield $5,325,000 in revenue to 
finance school legislation, especially for the 
benefit of rural communities. 

On the ground that the present law sub- 
jected to prosecution officers and directors 
of closed banks who had no knowledge of 
irregularities, the Governor signed a bill re- 
pealing the law authorizing the prosecution 
of bank officers and directors for receiving 
or assenting to the receiving of deposits when 
the bank has become insolvent and providing 
that the collapse of a bank shall be prima 
facie evidence of knowledge on the part of 
officers and directors. 


NATIONAL HEADQUARTERS FOR 
INSTITUTIONAL LOANS 


For over a quarter of a century the Mer- 
cantile-Commerce Company of St. Louis, as 
the investment affiliate of the Mercantile- 
Commerce Bank & Trust Company, has spe- 
cialized in the financing and making of loans 
on institutional properties, such as churches, 
hospitals, schools, colleges and kindred in- 
stitutions. The first mortgage real estate 
notes based on such property have proven 
a most desirable form of investment for 
funds of insurance companies, banks, estates 
and individuals. The safety, liquidity and re- 
turn from this type of security, offered by 


the Mercantile-Commerce 
been particularly 
present period. 


Company, have 
demonstrated during the 


REVISED SCHEDULE OF SERVICE 
CHARGES 

A revised schedule of charges for various 
types of banking services has been completed 
by the Committee on Analysis and Service 
Charge of the Missouri Bankers Association 
which is based on experience in this and 
other states. The charges are predicated 
on the conviction that a bank to be safe must 
also be profitable and that a customer should 
pay for what he gets. The minimum charge 
on unprofitable daily balances of less than 
$50 per month is 50 cents; overdrafts 25 cents 
on each check; savings accounts if closed 
within 90 days after date of opening, charge 
of 50 cents. Charge schedules are also in- 
cluded on exchanges, collections, small loans, 
escrows, drawing papers, income tax reports, 
ete. It is recommended that all banks ob- 
serve these charges in order to make prac- 
tice uniform and effective. 


Merger has been effected between the Com- 
mercial Bank and the American Trust Com- 
pany of Warrensburg, Mo. 

Joseph L. Rehme, senior vice-president 
of the LaFayette South Side Bank & Trust 
Company of St. Louis, has been elected presi- 
dent, succeeding the late Alfred C. F, Meyer. 

The First National Bank & Trust Company 
of Oklahoma City, Oklahoma, reports re- 
sources of $65,395,000; deposits, $82,498,000 ; 
Capital, $5,000,000; surplus and undivided 
profits, $2,370,000. 





Franklin-American Trust Co.........c.ccccssseees 
Lafayette-South Side Bank & Trust Co............ 


Mercantile-Commerce Bank & Trust Co 


Mississippi Valley Trust Co..............ccccccee 


St. Louis Union Trust Co 
*Accepts no deposits. 


CONDITION OF ST. LOUIS TRUST COMPANIES 


. .32,600,000 
.- 2,150,000 





Surplus and 
Undivided Profits, 
March 25, 1931 
$1,965,585.58 
1,854,042.99 


Capital Deposits, 
March 25, 1931 
$33,796, 197.38 
25,229,647.09 
7,429,250.30 128,168,382.69 
3,852,907.83 77,121,472.04 
7,238,462.42 7 


10,000,000 
- 6,000,000 
5,000,000 


CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Capital 
$3,400,000 $4,223,251.41 
ee YS Se nee er 2,000,000 
1,000,000 
2,000,000 
1,000,000 


American Security & Trust Co 


National Savings & Trust Co 
Union Trust Co 
Washington Loan & Trust Co 


Surplus and 
Undivided 
Profits 


Deposits 
March 25, 1931 


March 25, 1931 Par Bid Asked 
$33,362,590.15 100 325 330 
5,333,173.53 100 125 160 
13,718,892.53 100 415 447 
9,223,827.60 100 200 215 
17,938,293.04 100 415 435 


1,511,272.49 
2,982,534.62 
1,257,507.99 
2,462,149.79 


Figures furnished by The Washington Loan & Trust Co. and as reported to U. S. Comptroller of the Currency 





Cleveland 


Special Correspondence 


REORGANIZATION OF CONTINENTAL 
SHARES, INC. 

Recent appointment of the presidents of 
the four leading banks and trust companies 
of Cleveland as directors of the Continental 
Shares, Inec., an investment trust with re- 
ported assets of $156,000,000, has restored 
confidence in the operation and entire sol- 
vency of the corporation, as evidenced by 
favorable market response to the announce- 
ment of re-organization. The Cleveland 
bankers who have been chosen directors are: 
Wilbur M. Baldwin, president of the Union 
Trust Company; Harris Creech, president 
Cleveland Trust Company; J. Arthur House, 
president Guardian Trust Company and Cor- 
liss E. Sullivan, chairman of the Central 
United National Bank. The election of the 
above named directors followed the resigna- 
tion of Cyrus S. Eaton as chairman of the 
corporation and announcement that the stock 
exchange house of Otis & Company, in which 
Mr. Eaton was partner, had transferred its 
commission business to E. A. Pierce & Co. 

Continental Shares was organized over five 
years ago and concentrated its investments 
largely in basic industries, including United 
Light & Power Company, Lehigh Coal and 
Navigation Company, the Cliffs Corporation, 
Youngstown Steel & Tube Company, Re- 
public Steel and Goodyear Tire & Rubber 
Company. George TT. Bishop, nationally 
known public utility and railroad executive, 
who has been elected president of the Con- 
tinental Shares, Inec., issued a statement giv- 
ing assurance of the solvency of the corpora- 
tion and ultimate substantial enhancement 
of investments with the restoration of gen- 
eral business. 


DIVERSIFIED INTERESTS SERVED BY 
CLEVELAND TRUST DIRECTORS 


One of the cardinal principles incorporated 
in the management of the Cleveland Trust 
Company is that “Directors Must Direct.” 
This policy was inaugurated early under the 
administration of the late Judge Goff as 
president and has been religiously followed 
under the regime of President Creech. This 
means not only that the directors actively 
attend to their duties and obligations, but 
also contribute their efforts toward the con- 
stant upbuilding of the company’s business. 

The board of the Cleveland Trust Com- 
pany consists of 58 members. Their outside 
corporate connections reach the impressive 
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total of 409 corporations and eliminating du- 
plications, the number still stands at 360. 
Nearly half the members of the board are 
serving also as directors of 42 corporations 
located outside of Cleveland and located in 
28 different cities. Twelve directors are 
each connected with more than 10 or more 
organizations. Many of the directors also 
serve in executive capacities for other cor- 
porations. The varied and important inter- 
ests thus represented are many. Manufac- 
turing leads with a count of 28. Next comes 
real estate with 19. Attorneys number 12. 
Ten directors are leaders in the iron and steel 
industry and nine in Great Lakes shipping. 
Hight are associated with other financial in- 
stitutions and other directors are connected 
with iron mining, rubber companies and 
aviation industry. 

Announcement is made of the election of 
Lawrence W. Porter, chief clerk of the loan 
department of the Cleveland Trust Company 
as president of the Cleveland Trust Club, 
composed of the bank’s employees. 

A new home was recently opened for the 
Maryfield-Lee office of the Cleveland Trust 
Company. 


DEFINITE ADVANCE IN BUSINESS 
PREDICTED 

A study of present business depression in 
the light of previous major declines is pre- 
sented in the current issue of Survey issued 
by The Midland Bank of Cleveland and 
edited by D. C. Elliott, economist of the 
bank. In part the conclusions are: 

“Business in 1931 is following a pattern 
closely resembling the horizontal movements 
occuring at the end of major depressions in 
the past. If business continues along this 
path it would indicate that the present period 
of stabilization and slow improvement is to 
be followed within the next several months 
by a definite advance, according to the bank. 
The usual behavior of the general business 
curve in major depressions has been a sharp 
decline lasting roughly from one to two years 
followed by several months of horizontal 
movement and then by a pronounced re- 
covery. This has been typical of the four 
major depressions of 18838, 1893, 1907 and 
1921, preceding that of 1930.” 


The Survey also presents a study of earn- 
ings and dividends of large corporations which 
show that although net earnings of leading 
industrials in 1980 were the smallest since 
1924, dividend payments by these companies 
made a new high record. 
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THE ROAD TO RECOVERY 

The Guardian Trust Company of Cleve- 
land in its current survey of general busi- 
ness conditions arrives at the following con- 
clusion: “The road out of depression is not 
short and it is not easy. But it is sure. 
Physical and financial readjustments have 
proceeded far enough now to permit a grad- 
ual increase in business activity, leading to 
another period of prosperity. The psycho- 


logical attitude has again become an im- 
portant factor. We need to appraise the 


situation intelligently and courageously and 
to go forward with a confident and patient 
spirit.” 


JOINS STAFF OF UNION TRUST COMPANY 
TRAVEL DEPARTMENT 

Jos. Folkman, manager of the travel de- 
partment of the Union Trust Company of 
Cleveland announces addition of another 
travel authority to his staff of travel ex- 
perts with the appointment of Harry R. 
Neithercott. Though but thirty-seven years 
old, Mr. Neithercott is a soldier, lecturer and 
traveler of some note and on the continent 
was connected with the Lifsey Travel Serv- 
ice. A native of London, he was educated 
at Tonbridge School in Kent and for the last 
nine years has lived in Paris. 


Since coming to Cleveland Mr. Neither- 





Harry R. NEITHERCOTT 


Recent addition to the staff of travel experts of the Travel 
Department of the Union Trust Co. of Cleveland 
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cott has been chosen 
cently organized British Commonwealth 
Club, an organization which aims to pro- 
mote good will between Great Britain and 
America as well as an appreciation of Brit- 
ish art and literature in this country. Dur- 
ing the war he was a lieutenant in the Lon- 
don Royal Fusileers. 

H. G. Tremmel, president of the North 
American Fibre Products Company, has been 
elected a director of the Union Trust Com- 
pany of Cleveland. 


chairman of the re- 


OHIO BREVITIES 
The Central United National Bank of 
Cleveland reports resources of $105,081,000 ; 
deposits, $85,142,000; capital, $5,000,000; sur- 
plus and profits, $4,933,249 and reserves of 
$1,227,763. 


The Toledo Chapter, A. I. B., has elected 


H. L. Kidney of the Commerce Guardiau 
Trust & Savings Bank of Toledo, as presi- 
dent. 

Merger of the First American Bank & 


Trust Company and the Lima Trust Com- 
pany of Lima, O., into an institution with 
resources of more than $8,000,000 and capi- 
tal in excess of $600,000, has become effec- 
tive. The new institution will be known as 
Lima First American Trust Company. The 
bank is headed by D. W. Morris as president. 

George E. Wise has been named as a 
director and vice-president and treasurer of 
the American Bank of Toledo, O. 

The George D. Harter Bank of Canton, O., 
and the largest banking institution in Stark 
County, has purchased the assets of the 
North Canton Bank which will be operated 
as a branch. —_—— 

Plans are in progress for merger of the 
Broadway-Merchants Trust Company of 
Camden, N, J. with the Camden Safe De- 
posit & Trust Company, including the four 
branches of the former. 
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Los Angeles 


Special Correspondence 


BANKING AND TRUST PROBLEMS DIS- 
CUSSED AT CALIFORNIA BANKERS 
CONVENTION 
Quite appropriately as the city of its in- 
ception, the California Bankers Association’s 
fortieth anniversary convention was held in 
Los Angeles. The special arrangements for 
this anniversary gathering were made under 
the direction of A. M. Chaffey, president of 
the Los Angeles Clearing House Association 
and Laurence W. Ely, vice-president of the 
Security-First National Bank. A feature of 
the convention was the program conducted by 
the Economic Council of the Association, em- 
bracing discussions on real estate loan 
charges; formula in arriving at value of 
commercial accounts; chain store accounts 

and item charges on commercial accounts. 

Separate sessions were conducted by the 
Trust Section of the Association. ‘Functional 
Auditing of Trusts’ was discussed by John 
Veenhuyzen, vice-president of the Security- 
First National Bank of Los Angeles, “Li- 
abilities to Be Covered by Insurance and 
Bonds,” was the subject of a paper by Harley 
E. Stevens, member of the San Francisco 
sar. Administrative questions under trusts 
were discussed in a series of papers. ‘“Ad- 
vances, Loans and Overdrafts,” was the sub- 
ject covered by M, A. James, assistant trust 
officer of the First National Trust & Savings 
of San Diego. “Securities of Doubtful or 
Obscure Value.” was the subject assigned to 
B. B. Brown, vice-president of the American 
Trust Company of San Francisco. “Protec- 
tion Against Creditors and Taxes in Closing 
Trusts,’ was discussed by Charles Baker, 
chief counsel of the Title Insurance & Trust 
Company of Los Angeles. “Shares of Stock 
in Closed Corporations,” was the final paper 
by Frank J. Campbell, assistant vice-presi- 
dent of Wells Fargo Bank & Union Trust 
Company of San Francisco. 


AMENDMENTS TO TRUST LAWS 

At present the powers and duties of trus- 
tees in California are defined in most gen- 
eral terms under the title on trusts in the 
Civil Code. <A bill has been presented to the 
legislature which proposes under that title 
a new section giving a trustee certain gen- 
eral and specific powers unless otherwise 
provided in the instrument creating the trust. 
Such specific definition will tend to greatly 
simplify and render uniform the _ practice 
under trust agreements and similar instru- 
ments. 
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“A statute is proposed enlarging the scope 
of the law with reference to participation 
trusts, either by amending Section 104 of 
the Bank Act or by a separate enactment 
authorizing a corporate trustee to hold a 
number of mortgages or other securities, 
such as approved bonds, in a trust and to 
issue certificates of participation therein to 
va ious trusts under its control.” 

“Unless expressly made irrevocable by the 
instrument creating the trust, every volua- 
tary trust shall be revocable only by the 
trustors by writing filed with the trustee. 
When a voluntary trust is revoked by the 
trustors the trustee shall’ transfer to the 
trustors its full title to the trust estate and 
thereupon be released from further liability 
under such trust. Such trusts created prior 
to the effective date of this act shall not be 
affected hereby.” 


CITIZENS NATIONAL TRUST AND 
SAVINGS BANK 

The Citizens National Trust & Savings 
Sank of Los Angeles, which is now in its 
forty-first year of operation, reports sub- 
stantial gains in business. Since the Sep- 
tember statement last year deposits have in- 
creased over $4,000,000 to total of over $112,- 
000,000 with resources of $136,016,000. Orig- 
inal capital of $100,000 has grown through 
successive stages to $5,000,000 with surplus 
of $9,000,000 and undivided profits of $2,027,- 
451. The president, Herbert D. Ivey, has 
completed twenty-seven years of service with 
the Citizens. 


LOS ANGELES BREVITIES 

Frederick R. Behrends, vice-president and 
trust officer of the California Trust Com- 
pany, is co-author of a comprehensive article 
on “Responsibilities and Liabilities of the 
Transfer Agent and Registrar,” which ap- 
pears in a recent issue of the Southern Cali- 
fornia Law Review. 

Ernest G. Taylor, vice-president of the 
Security-First National Bank of Los Angeles, 
in charge of the appraisal department, has 
completed twenty-five years of service. 

Reduction in the rates of interest paid on 
deposits and effective May 1st, has been an- 
nounced by the Security-First National Bank 
of Los Angeles, and which is being uniform- 
ly applied to offices throughout Southern 
California. 

M. V. Hubbard, executive vice-president 
of the Citizens Savings Bank of Passadena, 
Cal., has been placed in charge of the newly 
organized trust department. 
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San Francisco 


Special Correspondence 
LEGISLATIVE PROPOSALS AFFECTING 
TRUST ADMINISTRATION 

Numerous bills affecting banking and 
trust company interests were introduced in 
the 1931 session of the California legisla- 
ture. Among the trust company people the 
main interest has been centered upon two 
bills on the subject of the practice of the 
law. During the discussions on these bills 
the representative of trust companies made 
it plain that they were of such drastic and 
unjust nature, especially as relating to pub- 
lic interests and the rightful exercise of 
fiduciary authority, that it would become 
necessary to subject them to referendum in 
the event of their enactment. This would 
mean a repetition of the fight in 1922 be- 
tween banks and lawyers when the func- 
tions and rights of the trust companies and 
banks were signally upheld. 

The latest advice is that the attempt to 
pass the “lawyer bills” at this session has 
been abandoned and that meanwhile further 
efforts will be made through cooperative and 
voluntary channels to establish relations 
with lawyers on a more satisfactory basis. 

The legislature has been considering and 
will most likely pass a new probate code 
which is in the main satisfactory to trust 
companies. The purpose of this code is to 
harmonize and recodify existing laws with- 
out making substantive changes. 


BANK OF AMERICA FEATURES STATE- 
WIDE SERVICE 

The Bank of America of San Francisco is 
publishing a series of advertising which 
features its state-wide banking, financial and 
trust service in a somewhat novel way. 
These advertisements are appearing in 319 
newspapers in 229 cities in California. The 
bank and financial advertisements picture 
the broad scope of Bank of America service. 
The first is keyed to the text that ‘“‘all of the 
ten largest corporations in California 
served by the institution.” The second ad- 
vertisement features the statement that ‘all 
of the five transcontinental railroads operat- 
ing in the state are served by the bank 
through its 415 branches located in 248 cit- 
ies in the state, including no less than 13,000 
railroad employees who have 
checking accounts.” 

Another of the series of advertisements 
feaures that five of the seven largest com- 
munication companies operating in Califor- 
nia are served by the bank, such companies 


are 


Savings or 


having invested $413,000,000 and employing 
40,500 workers, operating 6,150,000 miles of 
transmission lines. 


Consult 


ttorney 


Have you made a Will? If not, may we suggest that 
this obligation to your family is too vital to neglect? 
The first step is to consult your attorney 


If, however, you have made a Will, review it with 
your attorney at least once a year, to be certain that 
it fits your p*ssent circumstances. 


In making your Will, it is just as prudent to have 
the guidance of a lawyer as in any other trans- 
action where legal knowledge is required. The Trust 
Department of this Bank strongly recommends the 
use of competent legal counsel, retained by you and 
responsible to you. 


You and your attorney are invited to discuss, 
without obligation, the appointment of Bank of 
America as Executor and Trustee under your Will 


Bank of America 


National Trust & Savings Association 


Type of trust advertising which fosters 
good will of the legal profession. This 
advertisement is issued by the Bank of 
America National Trust & Savings 
Association of San Francisco. 


A fourth ad in the series relates to the 
largest portland cement producers in the 
state of which five out of seven are served 
by the bank and having annual output val- 
ued at $25,000,000. The fifth advertisement 
of the series is devoted to emphasizing the 
state-wide system of trust service developed 
by the company whereby the advantages 
of the main offices in San Francisco and Los 
Angeles are brought to each of the 
lished branch trust departments. 


estab- 


WELLS FARGO BANK AND UNION TRUST 
COMPANY 


The Wells Fargo Bank and Union Trust 
Company of San Francisco shows very sub- 
stantial gains in deposits and resources as 
compared with returns last year. The latest 
report schedules resources aggregating $174,- 
209,469; deposits $145,164,000 of which $94,- 
981,000 consist of commercial and $50,183,- 
000 savings deposits. Capital is $9,000,000; 
surplus $5,000,000 and undivided profits $3,- 
221,713. 





